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SUPERLATIVE 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


* 


No matter where located, from Atlantic to the 


Pacific, an office near your office 


Gale & Stone, Boston—Mutual Insurance Bureau, Philadelphia—Interstate Mutual Insurance 
Agency Co., Mansfield, Ohio, Pittsburgh, Penna~—-Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Megr., Chicago, Milwaukee, Minneapolis, Omaha—Associated Mutuals, Inc., 
Atlanta, Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 


General Agency, Seattle, Denver, San Francisco, Los Angeles, Portland, Spokane. 
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Calling All Pedestrians to: 


Keep Out 
of the 
Road 


You may have as much right as a motorist to the 
use of the road, especially where there is no side- 
walk. But in one year nearly 3,000 walkers are 
killed on country roads by automobiles. So walk 
in the road only when you absolutely have to, 
then stay on the left so that you can see cars 
approaching and step to one side. It’s a good idea 
to always have a light with you so that you do 
not have to venture out at night without one. 
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THIS MONTH 


EVELOPMENTS in Missouri, where 

two political figures have already 
gone to jail after having entered pleas 
of guilty to evading income tax on 
bribes received from a stock fire insur- 
ance company representative for hav- 
ing effected the rate compromise of a 
few years ago, are coming so thick and 
fast these days that we are able in this 
issue to indulge in no more than pass- 
ing comment upon them ® An unusual 
feature sketches the reactions of a 
business man whose property has been 
destroyed by fire * The moral hazard 
in farm fires is the subject of an illumi- 
nating article * The importance of the 
recent ruling by Superintendent Louis 
H. Pink of New York, upon the subject 
of excess commissions, is deemed suffi- 
cient to justify its printing in full text ° 
Such information upon the seventieth 
annual meeting of the National Asso- 
ciation of Insurance Commissioners as 
was available at the time of going to 
press likewise makes an item of interest. 


NEXT MONTH 
ad 


EWS of the insurance world will 
perforce hold the center of the 
stage during the next month, and we 
can hardly escape mirroring it in our 
pages ° Further developments in the 
Missouri rate compromise will doubt- 


less furnish one topic * The meeting of 
the American Bar Association at San 


Francisco is certain to have its insur- 
ance aspects ® And the aftermath of 
the Insurance Commissioners’ conven- 
tion is due for further attention. 







































































T. M. WALRATH 


Director of Insurance 
State of Idaho 


b M. WALRATH, appointed Director of Insurance for the State of Idaho 

* by Governor C. A. Bottolfsen on March |, is well qualified for the im- 
portant post he now holds. The new director is a graduate of the University 
of Idaho law school and this legal training, together with his ten years of 
insurance experience, promises a capable and efficient handling of the state's 


insurance affairs. 
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EAR by year it becomes ever more obvious to the 
"Yeats observer that the stock insurance companies 

are fighting a rear-guard action against the advanc- 
ing forces of mutual insurance and that, like the high 
command of an army anxious that retreat not be turned 
into rout, they are resorting to desperate expedients to 
inspire those in the ranks to hold every inch of ground 
as long as possible—in order that new lines may be 
formed behind them. 

Refusal to concede defeat is commendable, and the 
action of the stock companies in making such internal 
adjustments as have been necessary to meet mutual com- 
petition has often been in the public interest, as far as 
it has gone. Mutual pressure has, for instance, forced a 
gradual downward revision of stock company rates over 
the years; frequently the rates on individual risks are 
slashed when mutual companies enter the competition. 
It has forced stock companies to urge their agents to 
improve service to policyholders, as a justification for the 
higher stock company rates. It has forced stock com- 
panies to engage in fire and accident prevention activi- 
ties, as a means of keeping loss ratios within income. 

Such defensive measures have not, however, been 
enough to halt the trend toward mutual insurance. The 
record shows that over a period of years the premium 
volume of the mutual companies has registered a steady 
and almost uninterrupted increase, despite recessions in 
business generally, while on every hand are heard com- 
plaints that stock company premium volume is not what 
it was. It is significant that nowadays the largest writer 
of automobile casualty lines is a mutual company as 
is the largest writer of workmen’s compensation insur- 
ance. Plainly the legitimate efforts which have been 
made at meeting mutual competition have met with no 
startlingly cordial reception from the general public, al- 
though doubtless they have had some effect in retard- 
ing the decline in stock insurance premiums. Essentially 
these efforts have been sound, the difficulty being that 
they cannot be carried far enough within the framework 
of stock insurance as now constituted to become really 
effective. 

More interesting questions arise in considering the 
other expedients to which the stock companies have 
resorted, either to maintain privileged or advantageous 
positions, or to attempt to handicap competing mutual 
carriers. . hese include both misrepresentation and the 
exerting of various pressures; their results range from 
such sickening affairs as the malodorous Missouri com- 
promise all the way down to the ludicrous financial 
antics of the Business Development Office and the ex- 
perimental witch-hunts which are the current preoccu- 
pation of the Association of Casualty and Surety Execu- 
tives. How close such activities come to accomplishing 
their desired results, and the reasons why they continue 
to be carried on, are subjects worthy of consideration. 


Since there has been no real gain in stock company 
premiums, even though service and rate reductions 
doubtless increased business over what it would have 
been otherwise, it cannot be contended that such activi- 
ties as misrepresentation have been helpful in any tan- 
gible way. Have they had intangible effects—in increas- 
ing, for instance, public good will toward stock insur- 
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ance? The following quotation from a recent editorial 
in the St. Louis Post Dispatch, representative of some- 
what less forthright comments elsewhere, supplies the 
answer. It begins: 

“The day of reckoning is just around the corner for that 
criminal mob that has been operating in Missouri as char- 
tered stock fire insurance companies. They must return 
the money they collected by extortionate and illegal rates 
to policyholders and got into their hands by bribery and 
audacious fraud. They are facing ouster suits in the State 
courts, and they are facing fines.” 

The Missouri compromise may seem an extreme ex- 
ample of the expedients to which stock insurance com- 
panies are resorting, in that the bribing of a public , 
official is obviously indefensible on any ground. but 
it does serve to bring clearly into focus a very important 
point. The point is this: it is the stock insurance agent 
who is going to be forced to pay the fiddler for each of 
these reprehensible activities of the stock company high 
command which backfires. The agent is the only real 
contact of stock insurance with the public, and public 
resentment is certain to be vented upon him for the mis- 
deeds of the companies. In the Missouri situation a 
great many stock agents would doubtless like to see the 
$8,000,000 premium fund returned to the policyholders, 
but now that the companies have decided to protest 
vociferously against any such refund it is the agent who 
must bear the burden imposed by this attitude of the 
company executives. 

e @ ® 


ITH the agent serving as the public contact of 
stock insurance there is no other possibility. 
Recently, in Virginia, a mutual policyholder received 
from an agent a bit of propaganda purporting to be the 
opinion of an attorney condemning mutual insurance. 
The Virginia Corporation Commission suspended the 
agent’s license, unimpressed by the fact that he was 
president of the state agents’ association. And yet the 
agent did not write the opinion, nor seek it out. It was 
a standard propaganda piece which had been circulated 
by the Committee on Publicity and Education, one of 
the stock fire insurance companies’ propaganda bureaus. 
At present the Association of Casualty and Surety 
Executives, an organization of the large stock casualty 
companies, is experimenting with a campaign based upon 
the hoary charge that mutual insurance is an un-Ameri- 
can activity designed to undermine the nation’s economic 
system. This infantile bit of propaganda was given a 
fairly decent burial the last time it was employed—by 
Henry Swift Ives and Edson S. Lott a dozen years ago— 
but it has been resurrected in the hope that the cry will 
be taken up by agents as a competitive tool. And yet 
when it is shown, as it will be shown, that this scheme 
is being inspired by an organization which has a large 
percentage of alien members, it is the agents who will 
stand convicted of having let themselves be used by 
alien interests in an effort to undermine the purely 
American mutual insurance carriers. 

The blame for the decrease in stock company prem- 
iums is nowadays being placed pretty much upon the 
shoulders of the stock insurance agent. He is told that 
he must learn more about his business, render better 


(Continued on next page) 
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service. Never is there any hint that 
it might possibly be the activities of 
the stock company managements, 
their ineptness, which are responsible. 

Hearing this recommendation din- 
ned into his ears from every plat- 
form has aroused in many a stock in- 
surance agent a sincere desire for 
more insurance education. In the 
course of pursuing it he could do 
worse than to read carefully an article 
which appeared recently in the New 
York Journal of Commerce; it was 
from the pen of that publication’s 
veteran insurance editor, the astute 
William S. Crawford. Its burden 
was that the stock fire insurance busi- 
ness is now so overcapitalized that it 
must attempt to earn a profit on a 
dollar of stockholders’ funds from 
what it can make out of 54 cents in 
premiums. It quoted, indirectly, a 
prominent stock insurance executive 
to the effect that there are too many 
agents, and that if the small pro- 
ducers were thrown overboard the 
possibility of increased supervision 
of the large producers would main- 
tain premium volume at less expense. 


The realization that stock execu- 
tives’ thoughts are beginning to run 
in such channels will doubtless make 
more than a few stock insurance 
agents wonder about the advisability 
of letting themselves be used as tools 
by the high command for the exert- 
ing of pressure and the spreading of 
misrepresentative propaganda, at the 
expense of the insurance-buying pub- 
lic. It is disturbing to reflect that, 
when the retreat is halted and the 
new lines are formed in the rear, the 
average agent may be just another 
casualty lying face downward in a 
mud puddle in the front line trenches. 


Silver Named President 


CHARLES B. SILVER WAS ELECTED 
PRESIDENT OF TIE MUTUAL FIRE IN- 
surance Company in Harford Coun- 
ty at a special meeting of policy- 
holders held in Bel Air, Maryland on 
May 23. He succeeds Richard Dal- 
lam, president of the company for the 
past forty-five years, who died on 
April 11. 


Mr .Silver is president of the First 
National Bank of Havre De Grace, 
Maryland and one of the leading 
business men in the northern part of 
the state. He has been a director of 
the company since 1905 and since the 
death of Mr. Dallam has been acting 
as president. 
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Items Concerning What Is Going 
On In The Insurance World 


Miscellany 


IT IS NOW ESTIMATED THAT 18,- 
000,000 to 20,000,000 AUTOMOBILES 
in the United States are still unin- 
sured — Death from __heart-arterial 
diseases in the United States now 
takes nearly 50c out of every dollar 
paid in death claims by American life 
insurance companies—Nation’s Busi- 
ness reports that municipal govern- 
ments paid their employees more 
than one billion dollars in salaries 
and wages last year, an increase of 
more than thirty million dollars over 
1937 — Bridal magazine survey re- 
veals that engaged American girls 
spend on an average of $250 on their 
trousseaus or $250,000,000 annually 
—A total of 90,000 persons were 
killed in accidents of all types in the 
United States last year, some 11,000 
less than in 1937, the National Safety 
Council reports—the wood stick in- 
dustry, manufacturers of small wood- 
en sticks for candy and ice cream 
trade, does a gross yearly business 
of more than $5,000,000 — North- 
western National Life survey reveals 
piano, phonograph and record sales 
running 20% to 40% ahead of last 
Spring. 


Life Company Exhibit at Fair 
Dedicated 


THE GARDEN OF SECURITY, REPRE- 
SENTING THE EQUITABLE LIFE ASSUR- 
ance Society of the United States at 
the World’s Fair,was formally opened 
to the public and dedicated on May 23 
at a brief program featuring addresses 
by Mayor Fiorello H. LaGuardia; 
Grover Whalen, President of the Fair ; 
Stephen Voorhees, Vice-President 
and Chief Architect of the Fair ; Louis 
H. Pink, New York State Superin- 
tendent of Insurance, and Thomas I. 
Parkinson, President of the Equitable. 


The Garden of Security was con- 
structed on a half-acre landscaped 
plot in the form of an open air amphi- 
theatre, dominated by a reproduction 
of the Equitable statuary group, “Pro- 
tection,” which revolves atop a thirty- 
six foot pedestal. The sculpture is a 
reproduction, three times life size, of 


the work of the famous nineteenth 
century sculptor, John Quincy Adams 
Ward, who is celebrated for his stat- 
ues of Washington on the Sub-Treas- 
ury steps in Wall Street and Shakes- 
peare in Central Park. The Equitable’s 
Garden is located in the main exhibit 
area at the approach to the Empire 
State Bridge. 
ee @ 


Insurance Premiums as 


Trust Funds 


THE PRINCIPLE THAT AN_ INSUR- 
ANCE BROKER WHO COLLECTS PRE- 
miums for the company in which he 
writes the policy is not just a debtor 
of such company, but rather is a fidu- 
ciary, who, or whose estate, is charge- 
able by the company as a trustee of 
those funds for its benefit has been 
recognized by the Surrogate Court of 
Queens County, New York, within 
the last few weeks. 

The court was called upon to decide 
the question in connection with the 
administration of the estate of a de- 
ceased insurance broker and real es- 
tate agent named Sommer. It seems 
that on July 29, 1938, Sommer re- 
ceived from a client a check covering 
the premiums on certain policies writ- 
ten by him for her at her request with 
two insurance companies. On August 
1, he deposited this check in his per- 
sonal bank account, where he had 
very recently deposited also certain 
rents collected by him for real estate 
business clients. On the following 
day, Sommer died. The insurance 
companies and the landlords now seek 
to have trusts impressed upon the 
bank account, decedent’s entire estate, 
for the amount of their respective 
claims. The administratrix, the un- 
dertaker and a general creditor, whose 
claim was reduced to judgment sub- 
sequent to the death of the decedent, 
opposed to proceedings to establish 
such a preference, which, if granted, 
would leave little or nothing for ad- 
ministration and funeral expenses. 

In its opinion deciding the case in 
favor of the insurance companies in 
full, and in favor of the landlords as 
far as the rents collected by Sommer 
could be traced as having been de- 
posited in the bank account, the court 
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held that while identification of the 
bank account contents was too uncer- 
tain to allow imposition of an equit- 
able lien in favor of the principal 
insurance companies and landlords, 
the deposits were sufficienly traceable 
to allow the premiums and a part of 
the rents collected to be declared trust 
funds, making preferred claimants of 
the principal-beneficiaries. Jn Re 
Sommer, 101 New York Law Jour- 
nal 1257, March 18, 1939. 


e @ ® 
Gontrum Named Maryland 
Commissioner 


GOVERNOR HERBERT R. 0’CONNOR OF 
MARYLAND HAS APPOINTED JOHN B. 
Gontrum Insurance Commissioner of 
the State. Mr. Gontrum has been 
serving as Secretary of State under 
the O’Connor administration since 
January. Francis Perotte will suc- 
ceed Mr. Gontrum as Secretary of 
State. 


Mr. Gontrum is a member of the 
Bar of Baltimore County and was for- 
merly connected with the Baltimore 
Court of Tax Appeals, of which Court 
he was president for three years. He 
replaces the former Republican Com- 
missioner, Wesley S. Hanna, who re- 
cently was elected president of the 
National Underwriting Corporation 
of Baltimore, Attorney-in-fact for 
National Lloyds. 


Insurance Buyers Parley 


THAT A CLOSER RELATIONSHIP EX- 
ISTS BETWEEN THE INSURANCE COM- 
panies and insurance buyers was pre- 
valent in the discussions and address- 
es delivered at the two day session of 
the Insurance Conference of the 
American Management Association 
which closed in Atlantic City on May 
23. 

Chairman of the first session was 
William D. Winter, president of the 
Atlantic Mutual Insurance Company 
of New York City. In his opening 
remarks he called attention to the 
New England hurricane of last fall 
and deplored how badly insurance 
service had been rendered to the busi- 
ness man and householders of Amer- 
ica. ‘When you consider that while 
the insurance losses were high” he 
stated “how small those insurance 
claims were compared with the total 
losses of that terrible catastrophe, I 
just want to say that there is some- 
thing wrong and has been something 
wrong for a long time with the in- 
surance business.” 


Mr. Winter then proceeded to ana- 
lyze the reason for the buyers not 
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getting the type of service they 
should. It was his contention that 
the result of the lack of working to- 
gether that exists in the insurance 
business today is that the forms do 
not meet the needs of the industry. 
That those in the insurance business 
are pretty much in a straight jacket 
was voiced by Mr. Winter. It was 
his hope that in the not far distant 
future the time would come when 
that straight jacket would be loosened 
a bit and the insurance companies 
could do for the American buying 
public what it is possible for the for- 
eign—particularly the British—buy- 
ing public to get—the kind of insur- 
ance it needs at a suitable price. 

That buyers make a careful exam- 
ination of policy conditions covering 
boiler and machinery hazards, not 
because such policies are designed to 
trap the unwary but because it is ex- 
tremely important that the coverage 
shall cover exactly the perils against 
which insurance is desired, was rec- 
ommended by Reginald Fleming, In- 
surance Manager of the Common- 
wealth and Southern Corporation. 
Replying to points raised by Mr. 
Fleming in his address was J. H. Co- 
burn, vice president, Travelers In- 
demnity, who spoke from the insur- 
ance companies’ side. 

The necessity for frequently check- 
ing the use and occupancy value of 
property was outlined by J. Victor 
Herd, vice president, Fire Associa- 
tion, who cited a number of cases to 
show that in many instances it is 
greatly in excess of the physical value 
of the property. Failure to check 
profit and loss statements to see 
whether proper U. and O. coverage 
was being carried, he continued, was 
a common fault of which many bank- 
ers were guilty. 

Other speeches delivered at the two 
day session included those by Ralph 
Morrell, vice president, Davis, Dor- 
land & Company, New York City, who 
spoke on the brokers message to the 
insurance buyer; George W. Elliott, 
past president, National Fire Protec- 
tion Association, who discussed fire 
prevention ; and E. W. Brown, presi- 
dent, Associated Reciprocal Ex- 
changes, New York City, who spoke 
on reciprocal insurance at the lunch- 
eon meeting. 

One of the most popular features 
of the two day meeting was the ques- 
tion and answer panel conducted by 
Professor R. H. Blanchard of 
Columbia University. Assisting Pro- 
fessor Blanchard in conducting this 
panel were the following: G. W. 
Crist, manager, New York Metropol- 
itan Department, fidelity and deposits 
(bonding) ; J. C. L.. Bowman, assist- 
ant vice president, Liberty Mutual 
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(liability and compensation) ; C .W. 
Johnson, assistant secretary, North 
America (use and occupancy, conse- 
quential losses); P. B. Reed, inde- 
pendent adjuster, New York City 
(fire) ; D. C. Bowersock, secretary, 
Providence Washington (inland mar- 
ine) ; and E. B. Whittaker, assistant 
actuary, Prudential (group insur- 
ance). eee 


National Association Of 
Adjusters Meet June 22-24 


ADDRESSES BY MEN PROMINENT IN 
THE LEGISLATIVE, LAW AND INSUR- 
ance fields will feature the program of 
the third annual convention of the 
National Association of Independent 
Insurance Adjusters at Hotel Wash- 
ington, Washington, D. C., on June 
22nd-24th, according to an announce- 
ment by V. A. Nichols, Washington, 
D. C., chairman of the Convention 
Committee. 

Guest of honor at the annual ban- 
quet to be held in the Hotel Washing- 
ton on the evening of June 23, will be 
Honorable Jennings Randolph, mem- 
ber of Congress from West Virginia. 
The toastmaster will be Henry I. 
Quinn, Washington attorney, former 
president of the District of Columbia 
Bar Association. 

l‘ollowing the opening exercises, A. 
M. Foley, South Bend, Indiana, will 
deliver his address as president. Wm. 
H. Moore, Wichita, Kansas, will re- 
port as executive secretary, and V. A. 
Nichols, official representative will 
report for the National Conference 
Committee on Lay Adjusters. 

Standing committees of the Associa- 
tion will then report through their re- 
spective chairmen : unauthorized prac- 
tice of law, L. A. Gouldman, Little 
Rock, Arkansas; casualty and allied 
lines, L. A. Horton, Oklahoma City ; 
forms, Robert Denton, Fort Wayne, 
Indiana; legislative, C. IE. DeWitt, 
Dallas, Texas; relationship, Arthur 
Furst, Buffalo; fire and allied lines, 
Stewart FE. Wentworth, Davenport, 
Iowa ; publicity and promotional, I. T. 
Swain, Indianapolis; membership, 
Howard E. Kops, Davenport, Iowa ; 
grievance, Clarence W. Heyl, Peoria, 
Illinois; directory, Lloyd Caldwell, 
San Antonio, Texas. 

Other speakers scheduled to address 
the meeting and their subjects are: 
Honorable Lansdal G. Saffcer, mem- 
ber of Congress from Maryland, “Re- 
lation of Insurance to Public Inter- 
est’; Wm. M. Mortimer, New York 
City, “Inland Marine Insurance 
Losses”; and J[.ionel P. Kristeller, 
Newark, New Jersey, Chairman, In- 
surance Section, American Bar Asso- 
ciation, “Cooperation Between Insur- 
ance Companies, Attorneys and Claim 
Adjusters.” 
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CASUALTY 
NEWS... 


Lumbermens Promotes 


N. C. FLANAGIN AND MARTIN B. 
WEBER, ASSISTANT SECRETARIES OF 
the Lumbermens Mutual Casualty 
Company, were named fourth vice 
presidents at the annual meeting of 
directors and policyholders of the 
company held in Chicago on May 16. 
The promotions were announced by 
James S. Kemper, president of the 
company. 

Mr. Flanagin, who is manager of 
the Business Extension Department, 
came to the company in 1934 after 
having handled the Lumbermens’ ad- 
vertising for two years as a member 
of the staff of Doremus and Company, 
advertising agency. Mr. Weber has 
been with the L. M. C. since 1925. 
Previous to that time he was a mem- 
ber of the Wisconsin Compensation 
Rating and Inspection Bureau. 

Other promotions for members of 
the executive staff of the company in- 
cluded: A. G. Stanton, manager of 
the Bond Department, was also made 
a fourth vice president ; K. T. Broach, 
head of the Boiler and Machinery De- 
partment, was appointed an assistant 
secretary as were Clarence I’. Coates, 
assistant manager of the Statistical 
Department; Paul W. Stade, man- 
ager of the Personal Accident Depart- 
ment, and P. A. Weiman, assistant 
manager of the Automobile Under- 
writing Department. J. O. Giles, as- 
sistant manager of the Investment 
Department, was made assistant treas- 
urer of the company. 


March Traffic Deaths Down 
12 Per Cent 


AMERICA’S SUSTAINED ATTACK ON 
ITS TRAFFIC TOLL CONTINUED UN- 
abated in March, with a 12 per cent 
reduction from the same month last 
year, according to the National Safety 
Council. March thus became the 
seventeenth straight month to show 
fewer traffic deaths than the same 
month of the year before. 

The cumulative saving of lives in 
these seventeen months was 9230. The 
period of unbroken improvement— 
longest in the country’s history—be- 
gan in November 1937. 

March alone brought a saving of 
270 lives—from 2260 last year to 1990 
this year. 

In the first quarter of 1939 the 12 
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per cent drop in traffic fatalities 
brought a saving of 830 lives. Should 
the same percentage in decrease pre- 
vail throughout the year, the 1939 
fatality toll would be 3800 below 1938. 

Five distinctly encouraging phases 
of the continued reduction, states the 
National Safety Council, are: 

1. Reductions in the first quarter of 
1939 came in the face of the fact that the 
same period last year already had brought 
decided reductions from 1937. 

2. The reductions cannot be attributed 
to less travel. In fact, motor vehicle mile- 
age in February (the latest month availa- 
ble) was 8 per cent above February 1938, 
and the combined January-February mile- 
age was 7 per cent greater than last year. 

Thus, with more mileage and fewer acci- 
dents, the motor vehicle death rate based 
on travel was 18 per cent lower in the first 
quarter of 1939 than in the same period of 
1938. 

3. The usual seasonal increase in deaths 
from February to March was only 11 per 
cent this year against an average of 14 
per cent. 

4. The March traffic death total was the 
lowest since 1933 and 29 per cent below 
March 1937. 

5. The improvement was general 
throughout the country. Of 41 states re- 
porting for March, 31 had reductions, 2 
had no change and only 8 showed in- 
creases. 
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Issue Report on Mining and 


Milling Methods 


THE DIVISION OF INDUSTRIAL HY- 
GIENE OF THE NORTH CAROLINA 
State Board of Health and the North 
Carolina Industrial Commission, has 
prepared for publication a report, the 
title of which is “A Study of the Ef- 
fects of Exposure to Dust in the Min- 
ing and Milling of Pyrothyllite.” This 
is a comprehensive report on mining 
and milling methods and is profusely 
illustrated with X-ray film reproduc- 
tions, microphotographs of lung sec- 
tions, and plant and mine scenes. The 
means employed for controlling the 
dust hazard are fully described. 

Copies of this bulletin are available 
to the public at a cost of 50 cents each. 
Orders should be addressed to the 
North Carolina State Board of 
Health, Raleigh, North Carolina. 


Holds Counties May Insure 
in Mutual Companies 


IN AN OPINION HANDED DOWN ON 
\pRIL 27, 1939, THE ATTORNEY GEN- 
eral of Nebraska held that if a county 
board decides to carry compensation 
insurance upon its employees, for the 
protection of the county, the selection 
of the type of insurance which the 
county will carry is within the dis- 
cretion of the Board of County Com- 
missioners. The opinion, addressed 
to Mr. Wm. T. Gleeson, County At- 


torney, Wahoo, Nebraska, follows in 
full : 
Dear Sir: 
Re: Counties — Compensation 
Insurance For 

Reference is made to your communica- 
tion of April 14th wherein you say: 

“T respectively request your opinion upon 
the following question: 

“Whether a county, acting in pursuance 
of Section 147 of Chapter 48, C. S. Supp. 
1937, may cover its employees by a policy 
of insurance issued by a mutual company ?” 

There is no statutory or other require- 
ment that a county carry compensation in- 
surance, and if in its wisdom the county 
board decides to carry compensation insur- 
ance upon its employees, for the protection 
of the county, the selection of the type of 
insurance which the county will carry is 
within the discretion of the Board of 
County Commissioners. There is no basis 
whatever for a theory that the county may 
not protect itself by purchasing a policy of 
insurance in a mutual company. , 

The reason sometimes urged by propo- 
nents of a contrary theory, is that because 
of the nature of the county, it cannot be- 
come a member of a company or associa- 
tion and thereby subject itself to unlimited 
assessments. 

Section 44-102, Compiled Statutes of Ne- 
braska for 1929, provides as follows: 

“‘Mutual Company’ is one without capi- 
tal stock that charges a fixed premium and 
is required to maintain the same reserve as 
a stock company.” 

The reason for the theory above men- 
tioned fails when we consider the foregoing 
definition of a mutual insurance company. 
It is, therefore, the opinion of this office 
that the question submitted by you should 
be answered in the affirmative. 

Respectfully Submitted, 
Walter R. Johnson 
Attorney General 
By Rush C. Clarke, Asst. Atty. Genl. 


Would Study Michigan 
Compensation Law 


A RESOLUTION PROVIDING FOR A 
COMMITTEE OF THE SENATE TO STUDY 
the Workmen’s Compensation Law 
of Michigan with respect to self-insur- 
ers and insurance has been adopted by 
the Michigan Legislature. The resolu- 
lution offered by Senator Hittle and 
known as Senate Resolution No. 38 
was referred to the Committee on 
Labor. 

The resolution states that an in- 
creasingly large number of employers 
do not carry compensation insurance 
and a great many employers have be- 
come self-insurers. The reason so 
many employers have become self- 
insurers, it contends, is to avoid what 
many of them claim to be excessive 
insurance costs. The same holds true 
of the numerous employers who have 
elected not to come within the pro- 
visions of the Workmen’s Compensa- 
tion Law. In order to protect their 
business and their employees from 
loss due to injuries, the resolution 
continues, a great many employers 
have adopted a plan whereby they 

















carry occupational accident insurance, 
and hundreds of other employers, who 
are self-insurers, have deemed it ad- 
visable, for the successful conduct- 
ing of their business, to secure stop 
loss or indemnity insurance to protect 
their business from the hazards in- 
volved in possible accidental injuries 
to their employees. 


Both of the above plans adopted by 
the employers, it is claimed, appar- 
ently afford a reasonable amount of 
protection for employees as well as 
employers, yet in some instances do 
not afford the full measure of protec- 
tion intended for employees, subject 
to the provisions of the Workmen’s 
Compensation Law. Introduction of 
the resolution was prompted by rea- 
son of the fact that the plans of insur- 
ance above mentioned seem to be in- 
creasing in the State, evidencing a 
change in the operation and effect of 
the Workmen’s Compensation Law, 
and the employer and employee rela- 
tions, which should be recognized and, 
if possible, directed to the end that 
employers may have whatever pro- 
tection such insurance affords, and 
employees may have that degree of 
protection contemplated within the 
provisions of the Workmen’s Com- 
pensation Law. 


Under the terms of the resolution 
the President pro tempore of the Sen- 
ate is authorized and directed to ap- 
point a committee of three members 
of the Senate to make a thorough and 
complete study of the Workmen’s 
Compensation Law of the State for 
the purpose of determining, if pos- 
sible, the extent to which employers 
are not coming within the provisions 
of the Workmen’s Compensation Law, 
or are becoming self-insurers ; the ad- 
vantages and disadvantages to em- 
ployers and employees, which may or 
may not accrue by reason thereof, in- 
cluding the cost of compensation in- 
surance, together with the cost of any 
new method of protection or insurance 
used by employers ; and the effect that 
such method of insurance or protec- 
tion may have upon employees, and 
upon principles of the Workmen’s 
Compensation Law. 


New Hampshire to Study 
Finance Business 


INSURANCE COMMISSIONER ARTHUR 
J. ROUILLARD OF NEW HAMRSHIRE IN 
notices sent to fire insurance compa- 
nies, calling for detailed information 
on their financed automobile business, 
reveals that his department will make 
a thorough study of the financed auto- 
mobile insurance business in that state. 
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The Commissioner’s notice to the 
companies follows: 

“To assist in an investigation of insur- 
ance coverage and the rates and premiums 
charged on automobiles which are pur- 
chased by residents of the State of New 
Hampshire under any partial payment 
plan, please furnish this Department, not 
later than July 1, 1939, with a list of all 
such accounts which you are insuring. This 
list must show clearly the name of the 
finance account and its place of business 
within this state. 

“For the purpose of this reporting, a 
finance account is defined as follows: ‘A 
finance account is an account under which 
an individual, firm or corporation finances 
the retail sale of automobiles, or an indi- 
vidual, firm or corporation loaning or ad- 
vancing money, the collateral for which 
loan or advance is an automobile.’ 

“Note: Accounts involving less than 
fifty automobiles per year need not be re- 
ported. 

“Please notify your agents immediately 
that henceforth it is a requirement of this 
Department that they keep a complete and 
accurate record of all policies and certifi- 
cates which they countersign, pertaining to 
finance business as previously defined, and 
that this information must be readily avail- 
able for this Department’s inspection and 
review when called for. 

“For a thorough study of this subject, 
full consideration must necessarily be given 
to the rates and premiums applying to non- 
financed business, as well. We, therefore, 
request that, from the date of this letter, 
all premium and incurred loss statistics by 
hazards assumed show separately the ex- 
perience on financed automobiles, as pre- 
viously defined, and non-financed automo- 
biles. 

“This Department will at a later date 
call upon you for this exhibit.” 


Casualty Actuarial Society 
Meeting 


THE 52ND REGULAR MEETING OF 
THE CASUALTY ACTUARIAL SOCIETY 
was held at the Hotel Biltmore, New 
York City, on Friday, May 19. Sixty- 
five members attended the meeting, 
which was presided over by Francis 
S. Perryman, secretary, Royal Indem- 
nity Company, president of the So- 
ciety. Twenty-five officials of cas- 
ualty companies and organizations 
were also present. Richard Fondiller, 
secretary-treasurer of the Society, 
announced that the 1939 examinations 
had been held on May 17 and 18, and 
that anyone interested in having copies 
of examination questions for Asso- 
ciate and Fellow could secure them 
by writing to his office at 90 John 
Street, New York. There were 129 
candidates who took the examination 
this year. 

Addresses on “Casualty Actuary” 
by Francis S. Perryman ; “Additional 
Index Numbers of Compensation 
Rate Levels” by N. M. Valerius, ac- 
cident and liability department, Aetna 
Life Insurance Company, Hartford; 
and “Federal vs. State Supervision of 
Insurance” by R. B. Robbins, vice 
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president of the Teachers and Annuity 
Association, New York, were high- 
lights of the morning session. In ad- 
dition papers presented at the Novem- 
ber 1938 meeting of the Society were 
discussed. 

The afternoon session was devoted 
to an informal discussion of “Pre- 
mium and Loss Reserves for Casualty 
and Bonding Insurance—A Survey 
and Criticism of Present Methods 
and Suggestions for Improvement,” 
with relation to the following: 

Schedule P, including recent new 
Part 5 and 5-a. 

Discounting of long term compen- 
sation (and other) claim reserves. 
What is appropriate rate of interest? 

Reserve for loss expenses, and for 
incurred but not reported cases. Other 
additional reserves e.g.,for unemerged 
occupational diseases. 

Reserve figures shown in various 
publications and tests of adequacy 
of reserves, including “short cut” 
methods recently advocated and used 
for this purpose. 

Utility of Schedules G, H and O. 

Are present requirements for un- 
earned premium reserves adequate 
and satisfactory? Special conditions 
are recognized in respect of non-can- 
cellable accident and health business 
of credit insurance. Does this cover 
the ground fully, or are there other 
classes e.g., contract bonds, for which 
the usual reserve is not appropriate ? 

Proper premium reserves for retro- 
spective plans of rating risks. 
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Riddell Celebrates 25th 
Anniversary With L. M. C. 


OVER TWO HUNDRED FRIENDS AND 
BUSINESS ASSOCIATES OF WALLACE 
D. Riddell, Vice President of the 
Lumbermens, Mutual Casualty Com- 
pany and manager of its New England 
Department, tendered him a testi- 
monial dinner on the evening of June 
Ist at the Algonquin Club in com- 
memoration of his twenty-fifth anni- 
versary as a membér of the company’s 
staff. 

The speaker of the evening was 
James Scott Kemper of Chicago, pres- 
ident of the Lumbermens Mutual Cas- 
ualty Company. Felicitations were ex- 
tended in behalf of the Ancient & Hon- 
orable Artillery Company of Massa- 
chusetts, of which Mr. Riddell is cap- 
tain-elect, by Charles T. Cahill, past 
commander. Potentate James J. Cur- 
ry spoke in behalf of Aleppo Temple of 
the Shrine, in which organization Mr. 
Riddell is also an officer. 

In behalf of those present, George 
W. Roberts, attorney, presented Mr. 
Riddell with a handsome grandfather’s 
clock. 
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Mr. Riddell has had an interesting 
career in the insurance business, start 
ing as secretary to the general manager 
of the company on June 1, 1914. He 
later became chief underwriter and 
manager of the Automobile Depart- 
ment and on August 1, 1924, when the 
company established its New England 
Department, Mr. Riddell was trans- 
ferred to Boston as associate manager. 
(in March 1, 1930, he became Vice 
President of the Lumbermens Mutual 
and its associate company, the Ameri- 
can Motorists Insurance Company. 
He is also secretary of the lederal 
Mutual Fire Insurance Company and 
the Federal Mutual Liability Insur- 
ance Company and assistant secretary 
of the Glen Cove Mutual Insurance 
(ompany—all associate companies un- 
der the management of James S. 
ICemper. 

Seated at the table with Mr. Riddell 
and Mr. Kemper were H. G. Kemper 
and Chase M. Smith, Chicago; I*rank 
I’, Winans, New York; Thomas P. 
Beal, Charles T. Cahill, James J. Cur- 
ry, Allan Forbes, Charles F’. J. Har- 
rington, Ira G. Hersey, George W. 
Roberts, William L.. Smith, Harry I¢ 
Stone, Charles I. Spencer, Jr. and 
Charles Ff. Weed all of Boston and 
Denis T. Noonan of Pittsfield. 


Texas Reciprocals Liable 
On Unauthorized Contracts 


EVEN THOUGIL NOT AUTIIORIZED OR 
LICENSED BY LAW TO ISSUE FIRE IN- 
surance contracts embodying — the 
terms of the Standard Policy, a recip 
rocal insurance exchange and its at- 
torney-in-fact, who executes such a 
contract, are liable under common law 
rules for any loss that occurs there- 
under. Thus, the Republic Under 
writers of Texas and its attorney-in- 
fact were held liable for loss by fire 
of a church insured by that company 
under the provisions of the Texas 
Standard Fire Policy in a decision 
emanating from the Court of Civil 
Appeals of Fort Worth, Texas, Re- 
public Underwriters et al. v. Meyer 
et al. (1939) 127 S.W. (2nd) 538. 

Republic Underwriters, a recij 
rocal exchanges, organized under the 
reciprocal law of Texas, chapter 20, 
title 78, became a party, through its 
attorney-in-fact, to a fire insurance 
contract, embodying the terms of the 
Texas Standard Fire Policy. When 
loss of the insured pre mises occurred, 
and a claim was filed by the insured, 
the company sought to avoid liability 
on several theories, among them that 
the contract was unlawful and could 
not be enforced, for the company, op 


erating by virtue of the reciprocal 
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law, was not licensed to issue such 
contracts. 

In its opinion, the court concurred 
with the company in its contention 
that the contract was not such as 
could lawfully have been issued, nor 
was purported to have been issued, 
under and by virtue of the terms of 
the reciprocal law, article 5033 of 
Vernon’s Ann. Civ. St. of which is 
set out, without comment: 

“Except as herein provided, no insur- 
ance law of this state shall apply to the 
exchange of such indemnity contracts un- 
less they are specifically mentioned.” 

The Court stated that the Stand- 
ard Policy was “in no sense a con- 
tract between subscribers” as defined 
in Article 5024, Vernon’s Ann. Civ. 
St. of the reciprocal law which pro- 
vides: 

“Individuals, partnerships and corpora- 
tions of this state hereby designated sub- 
scribers are hereby authorized to ex- 
change reciprocal or interinsurance con- 
tracts with each other, or with individu- 
als, partnerships and corporations of 
other states and countries, providing in- 
demnity among themselves from any law 
which may be insured against under other 
provisions of the law, excepting life in- 
surance, 

The court’s reasoning upholding 
this conclusion is stated simply : “The 
only parties to the contract are the 
insurer and the Trustees Pentecostal 
Church * 

However, as the court points out, 
even though this contract was not 
such as could have been, nor was it 
purported to have been, lawfully is- 
sued, it was issued in behalf of “an 
association of individuals acting as a 
legal entity and doing a lawful insur- 
ance business,” and to allow the com- 
pany under such circumstances, to 
invoke the statutory provisions of the 
reciprocal law to escape liability on 
the contract would be “to permit it to 
take advantage of its own wrong in 
inducing the acceptance of the policy 
under the pretense of statutory au- 
thority to issue it.” To avert this 
result, the company was held liable 
on the sole theory of common law 
contract liability, and the attorney-in- 
fact, personally, on the common 
law theory that he had participated 
in an unlawful act and on the stat- 
utory theory that he had violated the 
statutes relating to doing an unau- 
thorized insurance business as an in- 
surance solicitor. 


Harry L. Conn Dies 


ITARRY [.. CONN, FORMER SUPERIN- 
TENDENT OF INSURANCE OF O10, DIED 
on June 14 of injuries suffered when 
he fell down a flight of stairs in the 
Iks lodge in his home town of Van 
Wert, Ohio. He was 70 years old. 














April Fire Loss Higher 


FIRE LOSSES IN THE UNITED STATES 
DURING APRIL WERE $1,385,410, or 
5.6 per cent higher than for the same 
month last year according to figures 
released by the National Board of lire 
Underwriters. Losses for April 
amounted to $27,061,522, the highest 
total reported for this month since 
1933. A glance at the record for the 
first four months of 1939 reveals that 
losses for this period aggregate $114,- 
662,526, or 5.4 per cent more than 
the total reported for the correspond- 
ing months of 1938. 


Losses for each month of 1937 and 
1938 and for the first four months of 
1939 are shown in the following table : 


1937 1938 1939 
Jan. $25,069,895 $27,676,337 $27,615,316 
Feb. 28,654,962 26,472,626 29,303,520 
Mar. 29,319,029 29,050,968 30,682,168 
Apr. 26,663,854 25,616,112 27,061,522 
May ZiSGise ZERO! ec wesceses 
June 19,524,765 19,473,617 
July 19,812,485 20,434,688 
Aug. 19,767,314 20,821,184 
Sept. 19,349,756 23,372,528 
Oct. 21,097,670 24,797,624 
Nov. 23,849,673 28,658,695 
Dec. 30,172,952 32,758,044 





Total 12 
Mos. $284,720,094 $302,050,000 $114,662,526 


156,000 Farmers Insured 
Against 1939 Wheat Loss 


THE FEDERAL CROP INSURANCE COR- 
PORATION HAS REPORTED TILAT AP- 
proximately 156,000 premium pay- 
ments, representing about 6,400,000 
bushels of wheat, had been received 
from farmers up to April 29 for “all 
risk”’ insurance policies on the 1939 
wheat crop. April 29 was the final 
deadline for receipt of premiums on 
the 1939 policies. 

Examining the results obtained in 
the first nation-wide test of a crop in- 
surance program, Leroy K. Smith, 
manager of the Corporation, estimates 
that farmers in thirty states have in- 
sured more than 6% million acres of 
wheat land for 64 million bushels of 
production. He emphasized, however, 
that these were preliminary estimates, 
since complete returns cannot be 
measured until all premium payments 
have moved in from country offices 




















for checking and tabulation. Adjust- 
ment’ of losses sustained by insured 
growers have been under way in the 
early planting area since April 14 
when the first loss was settled in 
Texas. Indemnity payments have 
begun in nine states—Iowa, Neb- 
raska, Colorado, California, Illinois, 
Kansas, Ohio, Oklahoma, and Texas. 
According to Mr. Smith the expe- 
rience in the first year of crop insur- 
ance indicates that the plan is working 
out successfully ‘along the lines laid 
down for it. On the basis of the first 
year’s operation the corporation is 
now completing the ground work for 
the 1940 program, which will be in- 
troduced to farmers in the next few 
weeks. While some improvements 
are being made, they deal largely with 
methods of administration to permit 
more efficient and economical opera- 
tion. The basic principles of the in- 
surance plan remain unchanged. 
The Federal Crop Insurance Cor- 
poration also announced that its 
wheat holdings were stored in thirty- 
eight cities and eleven states. lur- 
chases of wheat for the insurance re- 
serve of the corporation have been 
handled through its branch offices in 
kansas City, Missouri, and Minne- 
eapolis, Minnesota. In line with the 
policy of the corporation, most of the 
wheat reserve is stored as near as pos- 
sible to the areas where premium col- 
lections originated. In the winter 
wheat belt served by the Kansas City 
office the bulk of the holdings are 
No. 2 hard red winter wheat. The 
reserve acquired to cover premium 
collections in the spring wheat belt 
purchased through the Minneapolis 
office consists mainly of dark northern 
spring wheat and some white wheat. 


Town Mutual Celebration 


MORE THAN FIVE ILUNDRED AGENTS, 
FIELDMEN, STATE AND GENERAL 
agents of the Town Mutual Dwelling 
Insurance Company gathered in Des 
Moines, Iowa, on May 10 and 11 for 
a huge celebration marking the at- 
tainment of a new high record of more 
than one-half billion dollars of insur- 
ance in force for the company. 

Senator Clyde I.. Herring of Lowa, 
who has been a director of the Town 
Mutual Dwelling Insurance Company 
for more than twenty years, made a 
special flight from Washington in or- 
der to be in attendance at the celebra- 
tion. Senator Herring was the prin- 
cipal speaker at the company’s ban- 
quet held in the Grand Ballroom of 
the Hotel Fort Des Moines on May 11. 


Other speakers at the 
meeting were Honorable 


two-day 
Charles 
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Fischer, Iowa Insurance Commis- 
sioner; J. W. Baker of the Main and 
Baker Company, Minneapolis, claim 
adjustment concern; Arthur Brayton 
of the Des Moines Chamber of Com- 
merce, and Rex Fowler, Des Moines 
attorney. 

The attainment of the half billion 
goal by the Town Mutual is a record 
unique in American insurance. The 
company was organized in 1892 by a 
group of pioneer Iowa insurance men 
at a meeting held in Des Moines. At 
that time it was called the Town Mu- 
tual Fire Association and was organ- 
ized to write only business on prop- 
erty in Iowa. In 1901 the company’s 
name was changed to Town Mutual 
Dwelling House Insurance Associa- 
tion. The present name, Town Mutual 
Dwelling Insurance Company was 
suggested by Mr. B. Rees Jones in 
1930, at which time he was secretary 
of the company. The change in name 
was adopted and has continued in 
that form since. 

While the record of growth from 
small beginnings to a half billion dol- 
lars insurance in force has _ been 
steady and conservative, the growth 
is surprising considering the rela- 
tively limited territory in which the 
company writes business. 

Since organization, the company 
has had only four presidents. The 
first president was C. W. Norton, who 
served three years; the second, C. J. 
Anderson, serving five years; the 
third, F. E. Gordon, who served from 
1901 to 1930; and the fourth, B. Rees 
Jones. 
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Mc Comb Again Heads 
N. F. P. A. 


SAMUEL D. MC COMB OF THE MARINE 
OFFICE OF AMERICA, WHO WAS 
elected president of the National lire 
Protection Association at Atlantic 
City, New Jersey, a year ago, was re- 
elected president for the coming year 
at the closing session of the Associa- 
tion’s annual mecting held in Chicago 
several weeks ago. 

Alvah R. Small of Underwriters 
Laboratories, Inc., vice-president ; 
David J. Price of the United States 
Department of Agriculture, vice- 
president ; and Arthur T. Bell of At- 
lantic City, New Jersey, Chairman of 
the Board, were likewise re-elected. 

Hovey T. Freeman, president of 
several of the companies in the Asso- 
ciated Factory Mutual group, was 
elected secretary-treasurer, succeed 
ing Franklin H. Wentworth, who re 
tired from that post and also as man- 
aging director of the Association after 
thirty years’ service. Mr. Wentworth 
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was succeeded as full-time managing 
director by Percy M. Bugbee. 

C. W. Johnson of the Insurance 
Company of North America, H. 
Sidney Smith of the Union Carbide 
Company and Richard FE. Vernor of 
the Western Actuarial Bureau were 
re-elected directors of the Association 
for three year terms. A. L. Brown 
of the Factory Mutuals and Lloyd T. 
Wheeler of the Mississippi Fire In- 
surance Rating Bureau were ap- 
pointed directors for three years. 

W. J. Scott of Ontario, Canada, 
was clected Chairman of the Fire 
Marshal’s section of the N.F.P.A,, 
succeeding red 3. Watkins of West 
Virginia. Mr. Scott is well known 
throughout Canada for his work in 
breaking up arson rings. 
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Fire Safe Air Conditioning 
Systems 

ONE OF THE FASTEST GROWING IN- 


DUSTRIES IN TITE UNITED STATES IS 
that of air conditioning, which is do- 
ing much for human comfort, states a 
recent issue of Fire Prevention Bulle- 
tin issued by the Insurance Depart- 
ment of the United States Chamber 
of Commerce. The number of instal- 
lations is increasing at a tremendous 
rate, according to the Bulletin, and 
this can be attributed in large measure 
to the fact that better equipment has 
been made available at lower costs. It 
continues : 

For example, a few years ago, equipment 
that would cost $10,000 and require the hir- 
ing of two licensed refrigerating engineers 
to operate the plant can now be purchased 
for less than $3,000 and operated by thermo- 
static control or push buttons. In other 
words, the cost has been brought down to 
the point where it is a paying investment 
to stores, theatre, office and apartment 
building owners and is now available to 
many hdme owners as well. 

The extent of the installations of air con 
ditioning, rather than any essentially fire 
hazardous features of the equipment, makes 
the subject worth attention from the fire 
protection standpoint. 

Naturally those interested in marketing 

r using this equipment are anxious that it 
he just as safe as other appliances and im- 
provements that have been developed by 
engineering talent in recent years. The 
misuse or careless use of such equipment, 
as in the case of other mechanical appli- 
anees, will introduce hazards that will in- 
crease the fire risk. Fortunately air con- 
ditioning equipment can be used safely in 
iny type of building if simple precaution 
ary methods are taken in connecton with 
its installation and operation. 

The three types of air conditioning sys- 
tems are known as: summer air condition- 
ing systems which cool, dehumidify and 
circulate the air; winter air conditioning 
ystems which heat, humidify and circu- 
late: and year round air conditioning sys- 
tems which perform the functions of both 
ummer and winter systems. 

The typical air conditioning system con- 
sists of a fresh air inlet, a fan or blower to 
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produce the necessary forced draft through 
the building, a system of ducts, for carry- 
ing the air from the fan to the desired loca- 
tion, also a return system of ducts for 
bringing air back to the conditioning unit. 
In the fresh air inlet there is installed a 
heating or cooling unit or possibly both, a 
water spray for washing and properly hu- 
midifying or dehumidifying the air, filters, 
controlling valves and other apparatus nec- 
essary for the automatic operation of the 
system. The heating operation is by steam 
or hot water coils or by coal, gas or oil fired 
furnaces, and the cooling operation by me- 
chanical refrigeration. Air conditioning 
systems may also be classified as unit sys 
tems which are used for single rooms and 
are comparable to household unit refriger- 
ators, and systems employing ducts. Air 
conditioning systems employing ducts for 
carrying the air present the principal haz- 
ards and difficulties. 

The feature of greatest importance from 
the fire hazard standpoint is the opportu- 
nity which ducts present for transmitting 
fire and smoke from one section of the 
building to another. In some cases ducts 
have been the means for spreading fire 
from one small portion of a building to the 
entire building. Even where the fire itself 
is not carried through the duct system a 
great deal of damage can be done through 
the transmission of heat and smoke, espe- 
cially in department stores and theatre audi- 
toriums. In theatres smoke issuing from a 
ystem may cause a panic. 

The possible life hazard, as well as the 
possibility of property damage from fire or 
smoke, makes proper safeguards a matter 
of vital importance. Smoke from a fire 
starting from outside the building or even 
fire may be drawn in through the fresh air 
intake and spread through the structure. 

The Bulletin then proceeds to list 
added hazards caused by the presence 
of combustible materials in the sys- 
tem. Likewise it lists the advantages 
of a good installation with proper con- 
trols and the value of other safeguards. 


California Farm Mutuals 
In Annual Convention 


REX B. GOODCELL, INSURANCE COM- 
MISSIONER OF CALIFORNIA WAS FEA- 
tured speaker at the three-day meet- 
ing of the State Association of County 
Mutual Fire Insurance Companies of 
California which closed at San Jose on 
June 21. 

Insurance problems discussed at 
the meeting included: “Insurance 
Protection for the Local Company”, 
“Excess Coverage”, “Policy Forms 
and Their Value”, “Adjusting”, 
“Profitable Advertising”, and “Group 
Life Insurance for Company Em- 
ployees”. 

Following registration on the morn- 
ing of June 19 delegates heard an ad- 
dress of welcome by city manager C. 
P. Goodwin of San Jose. After a short 
business session the convention heard 
Insurance Commissioner Goodcell dis- 
cuss current mutual company prob- 
lems. 


Other speakers at the meeting in- 
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cluded Harry P. Cooper, Indianapolis, 
Indiana, Secretary of the National 
Association of Mutual Insurance 
Companies, who delivered an address 
on “Future of Mutual Insurance With 
Regard to the Farm Situation”; John 
I. Pickett of the Pacific Rural Press, 
who discussed farm problems in rela- 
tion to insurance ; and Alonzo baker, 
author and lecturer, who gave his 
views on the question “Can America 
Stay Out of the Next World War?” 

Various group meetings held were 
led by Grover Mahon, Dale Smith, J. 
H. Smiley, fred Cromer, Charles R. 
Stone, Karl Lewis, H. Kk. Clinton, H. 
Fr. Way, John Ballantyne, W. Dean 
Johnston, P. C. Marble, Allen Thomp- 
son, John A. Poytress, John Hellman 
and John Evans. 

One of the highlights of the meeting 
was an address by E. M. Morrow, 
Modesto, President of the Association, 
whose charts and graphs gave a com- 
plete history of mutual company 
operations covering a twelve-year ex- 
perience record. 


C. E. Twitchell Seriously 
Injured 


ON MAY 17, WHEN MR. C. E. 
TWITCHELL, PRESIDENT OF THE 
Minnesota Implement Mutual Fire 
Insurance Company, was returning 
to his home for dinner from his daily 
horseback ride, his horse stumbled 
on a stretch of paving, which was 
necessary to cross, throwing Mr. 
Twitchell over the horse’s head and 
onto the pavement. This resulted in 
a serious skull fracture. 

Mr. Twitchell was taken to the 
()watonna hospital and his condition 
became so serious that a brain surgeon 
a 








C. E. TWITCHELL 





from Rochester was called and on 
Thursday he was removed to Roch- 
ester for an operation to relieve pres- 
sure on the brain. Sufficient time has 
elapsed for him to have passed the 
critical stage and he is now on the road 
to recovery. 

As we go to press, word has been 
received that Mr. Twitchell has been 
removed from Rochester to the Owa- 
tonna hospital where he will remain 
until able to be taken to his home for 
recuperation. 

e® e@ ® 


Credit Men Meet 


NINE REPRESENTATIVE INSURANCE 
SPEAKERS GAVE EDUCATIONAL TALKS 
on a variety of insurance subjects be- 
fore seventeen of the twenty-nine 
trade group divisions of the National 
Association of Credit Men in their 
Credit Congress of Industry and 44th 
Annual Convention held at Grand 
Rapids, Michigan, June 11-15. 


A. L. Papenfuss of the Employers 
Mutual Liability Insurance Company 
addressed the stationery division on 
“Insurance in Relation to Credit” and 
the hardware manufacturers’ division 
on “Adequate Insurance and its True 
Relation to Credit Work”. Other 
speakers who discussed “Insurance in 
Relation to Credit” included H. ©. 
Snediker of the Western Actuarial 
Bureau who appeared before the dry 
goods division, and T. Alfred Fleming 
of the National Board of Fire Under- 
writers and James M. Crosby, Jr., of 
Grand Rapids, Michigan who ad- 
dressed the meat packing group. Mr. 
Snediker also appeared before the 
confectionery division, the machinery 
division, the food products division, 
and the plumbing and heating division, 
where he discussed ‘‘New Forms and 
Rules of Insurance Cover.” 

Harry M. Terry of the Michigan 
Millers Mutual Fire Insurance Com- 
pany discussed “New Forms and 
Rules of Insurance Cover” in an ad- 
dress before the drug and chemical 
group, and on “Insurance in Relation 
to Credit” before the electrical and 
radio group. 


Business Interruption and Ex- 
pense Insurance” was the subject of 
an address by Emil J. Hepp of the 
Springfield Fire and Marine before 
the footwear division and the coal and 
solid fuel division. W. C. Daniels of 
the America-Fore group spoke to the 
brewers and distillers division on 
“The Value of Extended Coverage to 
the Liquor Industry” and on “Insur- 
ance In Relation to Credit” before the 
textile division and the automotive 
supplies division. 
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Aerial view of San Francisco, host to the 70th annual meeting of the National Association of Insur- 
ance Commissioners. Treasure Island, site of the Golden Gate International Exposition, is to the right. 


Insurance Commissioners In Annual Meet 


ITH a rather large percentage 
of new faces in their ranks 
than is usual, a development 
due to changes in administrations in 
a number of states, but with the same 
full complement of old and new prob- 
lems to discuss, the seventieth annual 
meeting of the National Association 
of Insurance Commissioners took 
rank as one of the most successful 
in that organization’s history when it 
came together at San Francisco on 
June 21 for a three-day session. 
Both from the insurance depart- 
ments of the various states, and from 
the insurance organizations which 
each year take a progressively greater 
interest in the convention, attendance 
was heavier than had been expected. 
The result was attributed to the en- 
thusiasm which Commissioner Rex 
3. Goodcell of California, the conven- 
tion’s general chairman, had brought 
to the task of overseeing prepara- 
tions for the meeting, the cooperation 
which he had secured from western 
insurance company offices, and the 
added attraction of the Golden Gate 
International Exposition which is be- 
ing held this summer. 


The Exposition served as a very 


considerable portion of the entertain- 
ment program for those in attendance 
at the convention. Saturday, June 24, 
was set aside by the Exposition’s 
management as Insurance Day, and 
there were few of those at the con- 
vention who failed to take advantage 
of the special events which had been 
arranged. All San Francisco insur- 
ance offices were closed to permit 
every member of the local insurance 
world to participate in the program. 

Among the more important matters 
considered at the business meetings 
of the Commissioners’ convention 
was the proposal of Superintendent 
of Insurance Louis H. Pink of New 
York for changes in the convention 
examination setup. Under his plan 
the number of zones for examination 
purposes would be reduced to four, 
expenses would be limited, and the 
requisite experience and qualifications 
of examiners would be defined. 

The first zone would consist of the 
New England states, those on the 
eastern seaboard as far south as and 
including Maryland, and Ohio. The 
second zone would include the south- 
eastern states. The third zone would 
be made up of the middle western 
states, Texas, Arkansas, and Okla- 


homa. The fourth zone would take 
in Nebraska, and the mountain and 
coast states. 

The resolution by which the plan 
was presented provides that at each 
annual meeting the commissioners of 
the states in each zone shall elect a 
chairman. Whenever an examina- 
tion is called pursuant to the by-laws 
of the association at the request, in- 
vitation, or with the consent of the 
domiciliary insurance supervising au- 
thority, zone participation shall be in 
accord with the* invitation of such 
authority, but the domiciliary author- 
ity is requested to invite as many 
zones to send a representative as 
the size of the company and_ the 
spread of its business justify. 

The chairman of the examina- 
tions committee would be notified, 
and he would notify the chairman of 
each zone requested or entitled to 
participate. The zone chairman would 
select one state to send one qualified 
examiner to represent the zone. 

Under the plan suggested by 
Superintendent Pink the examiners 
participating would be limited to those 
officially connected with insurance de- 
partment and who are paid on an 
annual or other comparable basis 
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from a legislative appropriation for 
the support of government. If the 
state does not have a civil service or 
regularly employed examiner and is 
employing outsiders or agencies for 
examinations, the outsiders must be 
competent and experienced insurance 
examiners who are regularly employ- 
ed by the department. 


HIE convention also had before 

it the amendments to its by-laws 
proposed by Commissioner Hugh H. 
Karle of Oregon, which attempt, 
among other things, to make conven- 
tion examinations compulsory. The 
amendments were submitted to the 
commissioners some weeks ago, in 
order that they might familiarize them- 
selves with them. 


One of the proposed amendments 
would limit eligibilify to office in the 
\ssociation to commissioners, al- 
though this would not affect member- 
ship personnel of committees. Another 
would permit representatives to vote 


only in case of absence of their 
member. Others would provide that 
the executive committee consist of 


eleven members, including ex-offtcio 
members; that appointment of stand- 
ing committees be completed within 
thirty days after the annual meeting, 
and that all such standing and special 
committees shall be appointed as may 
be authorized by the Association, or 
during a recess thereof by the execu- 
tive committee, the thought being to 
subordinate the committee to the au- 
thority of the Association ; that notice 
for all meetings shall be sent by tele- 
graph, and that funds may be raised 
under the direction of the Association 
as well as under the direction of the 
executive committee. 

It was proposed to rewrite Article 
11 so as to authorize adoption of by- 
laws not inconsistent with the consti- 
tution and to definitely state the par- 
liamentary authority that shall govern 
\ssociation proceedings. 

Methods of calling executive meet- 
ings were defined in the proposed by- 
law amendments and provisions were 
made for notice for such meetings to 
include advice as to the business for 
which they are being called. 

One amendment called for the ex- 
ecutive committee to be subordinate 
to the Association authority. The 
changes would require the executive 
committee to keep complete minutes 
of its meetings and to report annually 
to the Association in writing. The 
executive committee would be em- 
powered to make recommendations 
to the Association relative to rules 
and regulations upon its own initia- 
tive as well as upon the recommenda- 
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tion of other committees. Another 
implies that the insurance authorities 
should know of action of committees 
aside from routine matters within a 
reasonable time after it has been 
taken. Another would provide a 
yardstick for the secretary in calling 
examinations, and a second would 
confine authority to call a meeting of 
the executive committee to the chair- 
man or the entire membership of the 
committee. Further amendments 
laws by written consent of two-thirds 
of the members. 


The seventieth convention of the 
National Association of Insurance 
Commissioners opened on Wednes- 
day morning, June 21, with that af- 
ternoon being devoted largely to com- 
mittee meetings. The next morning 
also saw numerous committee ses- 
sions, with a general meeting that 
afternoon, and the banquet Thursday 
evening. The final convention ses- 
sion was staged on Friday, with Sat- 
urday being given over to the Golden 
Gate International Exposition. Fea- 
tured speakers at the general meet- 
ings were C. Clarence Neslen, Insur- 
ance Commissioner of Utah, and Ray 
3. Lucas, Superintendent of Insur- 
ance of Missouri. 


New commissioners who did not 
attend last year’s convention were: 
Luke J. Kavanaugh, Colorado; Wil- 
liam J. Swain, Delaware ; T. M. Wal- 
rath, Idaho; Charles R. Fischer, 
Iowa; John B. Gontrum, Maryland ; 
John G. Emery, Michigan; Ray B. 
Lucas, Missouri; John A. Lloyd, 
Ohio; Matthew H. Taggart, Penn- 
sylvania; H. N. Morin, Rhode 
Island; James M. McCormack, Ten- 
nesee ; Walter C. Woodward, Texas; 
and Alex MacDonald, Wyoming. 


Seeks Data On 
Financed Autos 


Cc. A. GOUGH, DEPUTY COMMISSIONER 
OF BANKING AND INSURANCE OF NEW 
Jersey, has asked companies writing 
financed automobile business in the 
state to supply him, by June 15 if pos- 
sible, with copies of master policies, 
certificates of insurance or individual 
contracts which it issues on financed 
automobiles, as well as copies of pol- 
icies it issues to cover other automo- 
biles. In addition he has requested the 
companies to supply him with sched- 
ules of rates used in connection with 
‘ach of the forms submitted. 


The information is sought to assist 
the New Jersey Department in enforc- 
ing the provisions of Chapter 74, Laws 
of 1939, relating to insurance on 
financed automobiles, which becomes 


effective September 1. Mr. Gough has 





also asked insurance supervising au- 
thorities of other states to send him 
copies of their statutes and rulings 
relating to insurance on financed auto- 
mobiles so that suitable regulations 
in accordance with the provisions of 
the Act may be developed. 

Chapter 74, New Jersey Laws of 
1939, provides that, effective Septem- 
ber 1, any policy covering financed 
automobiles, whether master policy or 
an individual contract, shall contain 
essentially the same provisions as pol- 
icies issued upon automobiles, and any 
certificate issued in connection with a 
master policy shall contain such pro- 
visions of the master policy as the 
Commissioner of Banking and Insur- 
ance shall require. Every master pol- 
icy, individual contract, or certificate 
of insurance covering financed auto- 
mobiles shall state the perils insured 
against, limits of coverage and pre- 
miums applicable to each such peril. 

It is provided that each master pol- 
icy shal! contain a provision that there 
shall be delivered by the insurer to the 
owner or purchaser of a financed auto- 
mobile a certificate not less than 
twenty days after the effective date of 
the insurance. Provision is also made 
that master policies must contain lan- 
guage that in the event of the cancella- 
tion of the insurance represented by 
the certificates, “evidence of the pay- 
ment of the return premium to the 
purchaser or owner of the automobile 
covered by such insurance as his in- 
terest may appear must be presented 
to the insurance company before pay- 
ment of the return premium is made 
to the policyholder.” 

That any dividend apportioned to 
master policies or individual contracts 
issued by mutuals or other companies 
writing participating policies shall be 
paid to the purchaser or owner and 
the policyholder as their respective in- 
terests may appear is also provided 
for in the new law. 

No distinction may be made in pre- 
miums or dividends between policies 
covering financed automobiles and 
policies covering other automobiles 
under the new setup. Certificates may 
be issued or delivered in New Jersey 
only in connection with master policies 
issued or delivered in that State. Cer- 
tificates under master policies and 
individual contracts shall be delivered 
by the insurer to the purchaser or 
owner. Power is given to the Com- 
missioner to issue, amend, supplement, 
and rescind regulations which, in his 
judgment, are necessary to enforce 
requirements of the Act. The Com- 
missioner also has power to revoke 
the authority to issue policies upon 
financed automobiles in New Jersey 
of any company violating provisions 
of the Act. 
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A warehouse blaze like that pictured here is an exciting spectacle — to everyone except 
the owner who is inadequately insured. 


What Price Fire? 


- BY OSCAR IBER 
Reprinted by special permission from Chicago Credit 
News published by the Chicago Association of Credit 


Men. 


N uncontrolled fire, destructive 

and demolishing, is one of the 

most crushing influences that 
can happen to man. After receiving 
such a blow, your thoughts spin in 
a whirl, back into the past, question- 
ing causes, searching for reasons, 
challenging judgments, seeking solu- 
tions. 

All these lightning reflections are 
clearly, but terrifyingly, defined 
against a background of smoke and 
flames. As you run down the street, 
closer and closer to the spectacle that 
is consuming your hopes and your 
future, you feel that you are racing 
through a bad dream. Fire engines 
and equipment by the score; firemen 
whistling and shouting orders. You 
realize later that you had felt a re- 
sentment against the spectators who 
had found entertainment in a fire that 
was destroying your very possessions. 


Indifferent to the sprays of water, 
the pools of murk, you feel a tre- 
mendous urge to seize the destroy- 
ing flame and hurl it from the build- 
ing. 


You have worked twenty long 


years to build and establish yourself, 
and now you hear orders for firemen 
to leave the building. Someone shouts 
that the walls are expected to collapse. 
It begins to rain. It is Saturday eve- 
ning ; the crowd is tremendous. They 
are waiting for the structure to cave 
in. They expect an explosion. Even 
the firemen cannot understand the 
dense black and yellow smoke that 
surges from the windows. Know- 
ing little of the contents of the build- 
ing they cannot understand how bolts, 
nuts, screws, nails, wrenches, drills, 
taps, dies, wheelbarrows and garbage 
cans can burn so stubbornly. They 
cannot believe that the twenty thou- 
sand dollars stock of rubber hose and 
belting stored on one of the floors, 
smoldering, can cause six stories to 


belch forth smoke and _ stench for 
seven hours. 
The flames had leaped upward 


through the spiral shipping chute, the 
stairways and elevator shaft, from the 
second floor to the sixth. The interior 
of the building was an inferno from 
five-nineteen on this Saturday after- 
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noon until almost midnight, when the 
fire was brought under control. 

Your thoughts inevitably turn to 
insurance. Again and again you turn 
over in your mind what knowledge 
you possess regarding your fire insur- 
ance. Is it paid up? You think so. 

In my own case I was reminding 
myself of my stupidity. Less than 
a month prior to the fire I had re- 
duced the fire insurance by ten thou- 
sand dollars. Our business volume had 
not been as large as in the previous 
year and I[ believed the inventory suf- 
ficiently reduced. I saved approxi- 
mately one hundred dollars in pre- 
miums. We wanted to cut corners. 
That particular corner cost us not one 
hundred dollars, but more than ten 
thousand. 

As I stood watching in the rain a 
finger tapped me on the shoulder. I 
turned in the hope of seeing a sym- 
pathetic friend. Instead, he was a 
stranger, who identified himself as a 
fire attorney and “would I please come 
with him”; my family would be most 
pleased to see me. For two hours they 
had been searching for me ; some even 
feared that I might be in the building. 
They did not know that I had been 
indulging in a bit of Scotch while 
Rome was burning. 

Then a new kind of fireworks 
started. I was asked to enter a pri- 
vate room to answer a few questions. 
Those few little questions developed 
into a thousand big ones. Many things 
came to light that late afternoon. 

Three months prior to the fire a 
number of employees resigned to 
organize their own company. lor 
some reason, we had not removed 
their names from the watch service 
list. They among others were tele- 
phoned by the watchman and _ noti- 
fied of the fire. In a wink several ex- 
employees appeared on the scene, 
some before any of our own people 
arrived. a 


PPARENTLY some one gos- 
siped and “wondered why so 
many of the ex-employees were pres- 
ent” and “how they got there so 
quickly.” This got to the ears of the 
inspectors and soon everybody was 
rounded up, employees and ex-em- 
ployees—an ideal setup for an investi- 
gation. Everybody was questioned 
and everybody talked. All our linen 
was well washed—in spite of the rain. 
It was the attorney’s duty to find 
the cause of this huge fire. It looked 
like a natural. There we were, acting 
like a couple of football teams, each 
trying to put the other on the spot, 
neither side giving any quarter be- 
cause there was a lot of suspicion that 
somehow, someone had gone crazy. I 
shall never forget when late that eve- 
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ning it was discovered that one of our 
men had not been questioned and he 
had not been seen at the fire. Orders 
were given to the squad car to get 
their man. They got him. All he 
had on when he arrived was a pair of 
pants, undershirt, coat and felt slip- 
pers. 

That night we actually got in a few 
hours of troubled sleep. Dut the tele- 
phone was ringing bright and early. 
And who do you suppose had our in- 
terest at heart? The public fire loss 
adjusters. They called in bunches, 
any number of them, then their run- 
ners, and their friends to recommend 
them. They work fast, some of them 
too fast, and, believe me, they do get 
into your hair. 

At breakfast we decided to see in 
the daylight what was left of the build- 
ing and its contents. There were great 
holes in the walls, as though cannon 
balls had been shot through. These 
were caused by the constant streams 
of water under high pressure. Win- 
dow frames were completely torn out. 
Some of the upper floors had caved 
in. It was a complete mass of burned 
timbers and scorched bricks, mixed 
with about $60,000 worth of indus- 
trial supplies, all in ruins—all except 
the first floor. And here we found 
our first ray of hope. 

The first floor was almost as we 
had left it in the afternoon on the day 
before. All the current records were 
intact, some not even wet. While the 
fire was raging in the upper floors, 
the insurance patrol, upon their 
prompt arrival, at risk of life, had 
spread tarpaulins over all the desks 
and filing cabinets. The vault and safe 
were in good condition and all im- 
portant papers were unharmed. We 
began to consider ourselves lucky. 
We immediately decided with great 
vigor to rebuild. 

Water was still falling through 
holes in the ceiling and running down 
the stairs like a swift little brook in 
the springtime. The basement was 
completely filled with water from 
floor to ceiling and water stood six 
inches deep on the first floor, but was 
receding very fast. 

Friends came by the score and of- 
fered their sympathy and help. It was 
a Sunday morning of rising hope. 
True, our inventory had been de- 
stroyed. But friendly competitors 
telephoned and telegraphed, offering 
their help and their inventories in a 
most wholehearted spirit of coopera- 
tion until such time as we were func- 
tioning normally. In addition, the 
manufacturers from whom we regu- 
larly purchase, came forward with 
most generous offers, so that there 
could be a speedy rehabilitation of our 
business. We actually had millions 
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of dollars worth of merchandise to 
draw from. Of course, under such 
circumsances, our course was full 
steam ahead. 

We notified the insurance company 
by telephone and registered mail of 
our loss. We also telephoned our in- 
surance attorneys. I really hated to 
face their representative because I had 
tried to outguess him in reducing the 
insurance without asking his counsel 
and I knew he would chide me. When 
he came, he did more than that—he 
told me plenty. “A nickel and two 
minutes of your time,” he said, “would 
have saved you between ten and 
twenty thousand dollars. Why didn’t 
you tell me before you made that $10,- 
000 reduction? That’s exactly why 
we are in business, to protect and ad- 
vise you! Business men think they 
know insurance, but they don’t and 
this proves it.” ; 

He explained further that, because 
of the reduction, we were under- 
insured and we stood to lose not only 
$10,000, but also an additional $6,000 
or more. (Our policy covered mer- 
chandise and fixtures, known as con- 
tents, and we learned that it was man- 
datory to insure for 90 per cent of the 
value, else one becomes a co-insurer. 
In Chicago, this provision is known 
as the “contribution clause.” That, 
ladies and gentlemen, was my Sunday 
morning insurance lesson. 

On Monday morning, we ordered 
the windows boarded up, temporary 
electric lights were installed, and tem- 
porary phones connected. We started 
off as if nothing had happened. It was 
the beginning of a new era for us and 
we labelled it the A. F. period (after 
the fire). It is surprising how often 
the terms A. F. and B. F. are now 
used in the daily conduct of our busi- 
ness. Everything ran more or less 
smoothly. However the day would 
not have been complete without a new 
blow of some kind. 
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HIS one came in the afternoon. 
The insurance company notified 
us, upon our inquiry, that book fig- 
ures could not be allowed in the ad- 
justment of our loss. They stated that 
although the merchandise was in a 
heap, a lot of it could be identified for 
inventory and valuation purposes. An 
actual inventory must be taken. We 
objected strenuously. We had no 
access to the upper floors. All stair- 
ways were burned. The elevator was 
in a heap in the pit. The fire escapes 
were barely hanging on the outside 
walls. The building was unsafe above 
the first floor. We considered it an 
impossible task. However, they di- 
rected us to read the clause entitled, 

“Requirements in case of loss.” 
Gosh, we almost hoped the build- 


ing would collapse, to save us the or- 
deal of taking inventory and risking 
our lives. It seemed an impossible 
task for us to evaluate the salvage, 
equipment and fixtures under such 
conditions. 

In desperation, we held a council 
and here it was decided to find and 
engage the best rated and reputable 
public fire adjuster in the business. 
The name of a certain firm had been 
heard a number of times. Upon in- 
vestigation, we learned they had done 
very good work for some of the largest 
wholesale hardware concerns in the 
business. We engaged them. Their 
fee was five per cent of the settlement 
figure. This proved a good move. | 
do not know how we could have fin- 
ished the job ourselves. Many of our 
worries and uncertainties ceased. That 
alone was worth the fee we finally 
paid them. These men guided us in 
making the inventory, advising us re- 
garding what would be required be- 
fore settlement could be made and 
helping us throughout in the prepara- 
tion of our claim. 

Came Tuesday. We hoped for this 
day the blows would be softened, but 
the time for light whacks had not ar- 
rived. Now the State Fire Marshal 
wanted a word with us. We repeated 
our stories in his office. We were 
treated with business-like courtesy. 
However, my impression is that un- 
less you are in the clear it might be 
otherwise. 

sack at our office it began to look 
as if we could lick things in a hurry. 
But, a right cross in the afternoon sent 
us reeling again. A policeman had 
been stationed in front of the building 
to protect the public from debris and 
the possible danger of falling bricks 
and timber. “Changing the Guard” 
was made between four and five in the 
afternoon. A new policeman took up 
the watch. Apparently, he had read 
his orders more carefully than his pre- 
decessors, because he noticed that no 
one was to enter the building and that 
the structure had been condemned by 
the city building inspectors as abso- 
lutely unsafe. He made inquiry and 
discovered that we were working un- 
der risk of life and that we were vio- 
lating orders, although no one had 
said a word to us about them. He 
called his captain who came over on 
the run and ordered us out just as we 
were. Our personal apparel was 
brought to us. Only one watchman 
was permitted to enter and he on his 
own responsibility. 

So ended Tuesday. We asked all 
employees to be on deck the next 
morning. Wednesday morning they 
came. We stood in front of the build- 
ing and on the street corner and list- 


(Continued on page 26) 
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The Missouri 


HEN a Federal grand jury 

sitting at Kansas’ City two 

months ago indicted Thomas 
J. Pendergast and R. E. O’Malley 
for evasion of Federal income taxes 
upon $377,500 which they had re- 
ceived during 1935 and 1936, rela- 
tively few persons outside the insur- 
ance business regarded the incident 
as more than the climax of a political 
feud between Governor Lloyd C. 
Stark of Missouri and Pendergast — 
Kansas City’s long-time political boss. 
The impression was heightened by 
the revelation that the Governor had 
made several trips to Washington 
to urge personally upon President 
Roosevelt that investigation of the 
Pendergast finances be intensified, 
upon the theory that political pres- 
sure might be brought from other 
sources to have the probe smothered. 


It was charged all along, of course, 
that the $377,500 had been paid to 
the two Missouri politicians as a 
bribe for their acquiescence in a 
compromise agreement whereby 137 
stock fire insurance companies were 
handed the major portion of an im- 
pounded premium fund of nearly 
$10,000,000 whose ownership had 
been in litigation for several years, 
and that the bribe had come from the 
representative of these companies 
through the man who was head of 
the Missouri stock insurance agents’ 
organization. But, save to insurance 
men, the insurance aspects of the 
case were dwarfed for many weeks 
by the political consequences implicit 
in the downfall of the celebrated 
Pendergast Democratic political ma- 
chine. 

Late in May both Pendergast and 
O’Malley appeared before United 
States District Judge Merrill E. Otis 
at Kansas City, and entered pleas of 
guilty to the indictments charging 
them with income tax evasion. On 
May 29 both of them entered Leaven- 
worth Penitentiary — Pendergast to 
serve a year and three months, and 
O’Malley to serve a year and a day. 
But their failure to present a defense, 
which doubtless would have necessi- 
tated the calling of insurance wit- 
nesses, did not serve entirely to ob- 
scure the fact that the stock insur- 
ance companies were not going to be 
whitewashed. In his brief statements 
of the facts of his cases against the 
two politicians United States Dis- 
trict Attorney Maurice M. Milligan 
made it plain that the bribery funds 
had been traced back to A. L. McCor- 
mack, St. Louis insurance agent, and 
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Compromise 


that McCormack had in fact retained 
as much of the money as he had 
given O’Malley, who was Missouri 
Superintendent of Insurance at the 
time of the compromise agreement 
was drawn. The source of the money 
was traced farther back — to Charles 
R. Street, western manager at Chi- 
cago for the Great American Insur- 
ance Company, who had served 
throughout the litigation as _ repre- 
sentative of the 137 stock fire insur- 
ance companies involved. It was as- 
serted that he had received it from 
the 137 companies, each of them pay- 
ing over to him for undisclosed ex- 
penses approximately 5% of their 
total recoveries from the premium 
fund impounded in the Kansas City 
United States District Court. 

It became obvious, then, that the 
stock fire insurance companies in- 
volved were going to have a great 
deal of explaining to do. Since that 
time developments have crowded one 
upon the other so thick and fast that 
it is difficult to keep pace with them. 
Enough progress has been made, 
however, to indicate that convincing 
answers to two questions are going 
to have to be given by officials of 
the stock fire insurance companies. 


The questions which are being 
asked formally by courts and the in- 
terested public officials, insistently by 
the insurance-buying public, and 
angrily by the press are: 

1. Were the responsible executives of 
the stock fire insurance companies who 
furnished the funds for the bribery of 
Pendergast and O’Malley by their agent, 
Charles R. Street, aware of the use to 
which these funds were to be put? And 
if not, why not? 


2. Why should not the entire amount of 
the impounded premium fund which the 
stock fire companies received under the 
compromise agreement — some $8,000,- 
000 — be returned at once, with interest 
and at the companies’ expense, to the 
Missouri policyholders by whom it was 
contributed? And why should not some 
$5,000,000 additional in premiums col- 
lected at the higher fire insurance rate set 
after the compromise also be returned to 
the Missouri policyholders? 

Court actions to force the return 
of premiums to Missouri policyhold- 
ers have already been instituted on 
two fronts, and it seems to have be- 
come virtually taken for granted by 
the public that the premiums will be 
returned to the policyholders despite 
the fact that such a development 
awaits rulings of the courts. It is the 
claim which is daily being advanced 
that the stock fire company execu- 
tives had no inkling of the purpose 
for which they were contributing 
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hundreds of thousands of dollars to 
Charles R. Street that is becoming 
the major interest of the Missouri 
public, if the state’s newspapers prop- 
erly reflect public sentiment. They 
do not seem to take much stock in 
the executives’ pleas that they were 
mere innocent bystanders duped by 
representative Street, who is dead. 
One of them, the St. Louis Post Dis- 
patch, is convinced that some of the 
executives should go to jail. 

No doubt this insistence that some- 
one other that Street knew that the 
compromise agreement was reached 
by bribery of a public official and the 
political boss who sponsored him is 
causing some uneasiness among stock 
insurance officials, despite the fact 
that the law will require that their 
knowledge of the deal be proved. 
The uneasiness is due to the fact that 
in the court of public opinion it is 
up to these same executives to prove 
that they did not have knowledge 
of the deal. And while the punish- 
ments meted out by the court of 
public opinion are not as dramatic 
as the sentences meted out by the 
courts of law, they are known to 
have effects over a long period of 
years upon businesses which are 
founded upon public confidence and 
good will. 

ee @ ® 


HAT the three-judge Federal 

court which approved the com- 
promise in 1936, and released the 
impounded funds, does not look upon 
the present situation as one in which 
only the financial question of the 
ownership of the premium fund is 
concerned, was indicated at the hear- 
ing held at Kansas City on May 29, 
when counsel for the Missouri Insur- 
ance Department was directed to 
draw erders requiring the 137 stock 
fire insurance companies to return 
their share of the premium fund to 
the custody of the court, and to show 
cause why this money not be re- 
turtied to the policyholders. 

Judge Kimbrough E. Stone of the 
United States Circuit Court of Ap- 
peals, speaking for himself and his 
colleagues—United States District 
Judges Merrill E. Otis and Albert L. 
Reeves—asserted : 

“What has been said by counsel 
or the court so far this morning has 
referred, of course, to a reopening 
or possibly a reopening, depending 
upon the evidence and the law, of 
these various cases. There is, how- 
ever, another phase which the mem- 
bers of the court have considered. If 
the evidence justifies it, the parties 
who have taken part in this so-called 
fraudulent contract which was foisted 
upon the court and induced the 
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court’s action, should not go free. In 
saying this, for the members of the 
court, we are not in the slightest 
prejudging this matter. They may 
be entirely innocent or they may be 
grossly guilty. That will depend upon 
the evidence presented at the proper 
time. But we wish to call to the 
attention of the United States Attor- 
ney, Mr. Milligan, two matters which 
we hope he can give his time to. 

“The first is this, under the stat- 
utes well known to him it is made a 
crime to interfere with the adminis- 
tration of justice in a Federal court. 
We wish Mr. Milligan, if he finds 
that there is sufficient ground to sup- 
pose that any individual or individ- 
uals have attempted to obstruct jus- 
tice in this court by foisting on the 
court a settlement improperly pro- 
cured, that he will present those mat- 
ters to the grand jury for such action 
as seems proper. 

“And the second matter is this: 
that if he finds sufficient ground for 
doing so, after his investigation, or 
possibly in his knowledge of the facts, 
that he will cause to be filed in this 
court contempt proceedings against 
any individual or individuals who 
have engaged or have been conscious- 
ly connected with foisting an im- 
proper agreement upon this court, 
and inducing its action thereby. Is 
that clear, Mr. United States At- 
torney ?” 

District Attorney Milligan inferred 
that he would do his utmost to fol- 
low the court’s instructions, but 
pointed out that his key witness who 
had been available in the Pender- 
gast and ©’Malley cases—presumab- 
ly A. L. McCormack—might not 
care to testify in a matter in which 
he might himself be involved. 

A second investigation into the 
identity of any individual responsible 
for the bribery of O'Malley began 
early in June, when the grand jury 
met at St. Louis. The instructions of 
Circuit Judge Edward M. Ruddy to 
the grand jury were to the effect 
that it should investigate every rami- 
fication of the deal, and attempt to 
uncover those involved indirectly as 
well as directly. 

After referring in his instructions 
to the alleged bribery without nam- 
ing the participants, Judge Ruddy 
told the jury not to be satisfied to 
determine those directly involved but 
to give the entire matter its closest 
scrutiny to determine what insurance 
companies or their lawyers or agents 
contributed to the payoff fund. He 
said the law was that anyone aiding 
or encouraging crime was equally 
guilty with those actually committing 
the physical deed. 

“If you find the law has been vio- 
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lated, by your action give substance 
to the saying ‘A public office is a 
public trust’,’ the St. Louis Post 
Dispatch quotes him as charging the 
jury, “and also serve warning to 
all who would debauch and corrupt 
public officials that they also are 
amenable to the same law.” 

One of the early witnesses called 
by the St. Louis grand jury was A. 
L. McCormack, the St. Louis in- 
surance agent who was placed in the 
position of go-between for Pender- 
gast and Street in the delivery of 
bribe money by the statements of 
United States District Attorney Mill- 
igan in connection with the sentenc- 
ing of Pendergast and O’ Malley. 


LTHOUGH a number of stock 

fire insurance executives were 
called to Kansas City to appear be- 
fore the Federal grand jury which 
indicted Pendergast and O’Malley 
they have made little comment upon 
their ideas as to what was to be done 
with the money that was turned over 
to Street. Four of them conferred 
on March 15 with District Attorney 
Milligan, including W. H. Koop, 
president of the Great American In- 
surance Company and thus Street’s 
superior, and Paul L. Haid, chair- 
man of the Insurance [Executives 
Association. After the conference 
Milligan announced that they had 
authorized him to disclose that they 
were aware of the contributions made 
to Street by all 137 companies in- 
volved in the compromise, but they 
made no other public statement. 

The St. Louis Post Dispatch’s cor- 
respondent wrote: 

“One of them, however, W. H. 
Koop of New York, president of the 
Great American Insurance Company, 
previously observed to the correspon- 
dent that Street, who was vice-presi- 
dent of his company in charge of the 
western division, had informed him 
the contributed fund went for ‘legal 
expenses’. Now, like the jury, he’s 
curious to learn who got it. He was 
also in the dark about $30,000 paid 
by Street in 1936 to A. L. McCor- 
mack, president of the Charles L. 
Crane Agency of St. Louis, which 
represents the Great American and 
other companies. McCormack, who 
told this correspondent the money 
was compensation for work done 
over a period of years not pertaining 
to the compromise and was not de- 
rived from any fund connected with 
it, spent the day in an ante-room 
while Milligan conferred with Koop 
and the other ranking executives of 
big companies. He appeared before 
the jury last week and may resume 
his testimony today. Koop said he 


had not the slightest idea Street 
should have paid McCormack the 
money.” 

The newspapers of Missouri have 
not been overly impressed by the 
assertions that the executives of the 
stock fire insurance companies did 
not know the uses to which their 
representatives intended putting the 
funds turned over by the companies. 
Typical of editorial opinion are the 
following excerpts from the St. Louis 
Post Dispatch, which has interested 
itself strongly in the case since the 
first hint that the circumstances sur- 
rounding the insurance compromise 
were being investigated : 

“The fire insurance executives 
cannot bury their felonious associa- 
tion with the bribery of Pendergast 
in the grave of their fixer-in-chief, 
Charles Street. They provided the 
money which Street, through an in- 
termediary, handed to Pendergast. 
They were accessories before the fact. 
They were beneficiaries for troubled 
years, after the fact. They even 
‘welched’ on the price their man 
Street undertook to pay Pendergast. 
Guilt is personal. Guilt can claim no 
immunity in a charter of incorpo- 
ration. Guilt shall not find a sanctu- 
ary in a dead man’s shroud. Pender- 
gast is squaring his account to soci- 
ety, in another column of the law, to 
be sure, but he is on his way to the 
penitentiary because he was bribed 
by the fire insurance ccmpanies. 
Bring the bribers to the bar of jus- 
tice!” 

“The day of reckoning is just 
around the corner for that criminal 
mob that has been operating in Mis- 
souri as chartered stock fire insur- 
ance companies. 


“They must return the money they 
collected by extortionate and illegal 
rates from the policyholders and got 
into their greedy hands by bribery 
and audacious fraud. 

“They are facing ouster suits in 
the State courts, and they are facing 
fines. 


“They are facing the possibility of 
criminal prosecution, if evidence jus- 
tifies, in the three-Judge Federal 
Court that they seduced, by uncon- 
scionable deception, into ratifying the 
notorious O’Malley compromise. 

“That swindle has been voided, 
and the court has ordered the com- 
panies to restore the loot, amount- 
ing to some $8,000,000. The moncy 
will be sent back to the policyholders 
from whose pockets it was taken by 
a coercion which, in morals, writes 
theft. How the law may designate it 
remains to be heard. The law has 
not yet spoken. It svon will speak. 

“And the three-Judge Federal 




















Court has instructed United States 
District Attorney Milligan to ex- 
amine the circumstances of the swin- 
dle. Did the companies know that 
the so-called settlement had been ef- 
fected by bribery, with a slush fund 
the companies themselves had pro- 
vided? Were they knowingly parties 
to the nefarious transaction con- 
temptuously imposed upon the court 
as an honorable settlement ? 

“The one witness who could of his 
own knowledge answer these ques- 
tions is gone. Charles R. Street, the 
man employed by the companies to 
end the long, costly rate war is dead. 
Here is a peacemaker not mentioned 
in the Beatitudes. Anyhow, when 
Street called for money to close the 
deal he got it. And he got it from 
the companies. He got $440,000. 
That is a sizable sum. Still, it is a 
modest price to pay for $8,000,000. 
That, in substance, is the trade Street 
made with Pendergast and O’ Malley, 
for the insurance companies. 

“Did the insurance executives, 
whoever they are, ever ask them- 
selves what Street wanted this money 
for? Did they surmise it was for 
some fine philanthropic purpose, 
some superb esthetic vision, some 
noble dream of art? 

“Charles R. Street sleeps—well or 
badly—but the evil that men do lives 
after them. Dead men do, unwitting- 
ly, tell tales. The activities of Street, 
his papers, his records, peered into 
and pored over by Irey of the Treas- 
ury Department’s Intelligence Unit, 
shouted at last to that patient 
searcher the rancid details of the 
guilty bargain. 

“There are many crimes on the 
calendar of the stock fire insurance 
companies besides the heinous and 
fatal act of corruption. 

“For 17 years—ever since the 10 
per cent rate reduction order issued 
by Superintendent of Insurance Ben 
Hyde in 1922—the behavior of the 
stock fire insurance companies has 
been abonimable. Lut in 1929 it 
broke out into the open when the 
companies advanced their rates 
16 2/3 per cent over the protest of 
the Insurance Department and thus 
flouted the regulatory powers of the 
State. This action was little short of 
the outlawry of organized gangster- 
ism. Never once, in the long litiga- 
tion, have those insurance companies 
come into any court with clean hands. 

“They have never had the faintest 
shadow of a legal claim to the money 
exacted from the policyholders by 
their mercenary rates. 

“The foul bribery of Pendergast 
and ©’Malley was the logical armist- 
ice of a campaign of plunder. 

“Bring the bribers to the bar!” 
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HE insurance press, of course, 
has not been unduly critical of 
the stock insurance executives. The 
position which has been taken, by 
inference or declaration, is that while 
Street is deserving of censure for 
bribing the two Missouri politicians, 
it is unthinkable that the responsible 
executives of the stock fire companies 
which furnished the funds by which 
the bribery was accomplished had 
any idea that such activities were 
contemplated. This stand is well ex- 
pressed in an editorial which ap- 
peared in the June 8 issue of the 
National Underwriter, a leading in- 
surance trade journal. It stated in 
part: 
“It is regrettable that even some 
of those in the insurance business are 
delivering the cynical opinion that 


company executives knew that the 
late C. R. Street was bribing politi- 


cians with company money to effect 
settlement of the Missouri rate case. 
That is inconceivable. We learned 
the other day that when the Missouri 
litigation started in 1922 one of 
the members of the subscribers actu- 
arial committee reported at a meet- 
ing that it had been relayed to him 
that the case could have been dis- 
posed of for $5,000. He said he was 
not offering that as a proposal but 
was merely passing the word as a 
matter of information. The question 
was not even discussed. Throughout 
the long years of the litigation all 
sorts of offers were relayed to head- 
quarters, but they were all summar- 
ily rejected. 

“The litigation was miserable and 
seemingly endless. It had no ter- 
minal facilities. The companies at 
any time would have been greatly 
relieved to have been rid of it. As a 
matter of fact Mr. Street stood up 
for years against a compromise in the 
face of the greatest executive pres- 
sure. He contended that a first prin- 
ciple was involved—primarily the 
question of whether the interest on 
premium reserves should be taken 
into account in fixing premium rates. 
He argued that if the companies 
should retire without adjudicating 
that point in their favor they would 
face calamitous conditions in other 
states. Mr. Street was masterful in 
his presentation, and any man that 
would have had the temerity to stand 
up stoutly against him would have 
been subjected to withering treat- 
ment. The companies, on the whole, 
were not enthusiastic litigants, but 
they continued the case under Mr. 
Street’s spur. Then, when it seemed 
that victory was almost in sight, with 
favorable decisions having been ren- 
dered by the federal court master, 
Mr. Street embraced the idea of a 
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compromise, much against the de- 
sire of counsel. 


“The terms of the compromise 
were complicated. A new and lower 
rate structure was to be introduced 
in the state. The various refinements 
of coverage that had been made ap- 
plicable in other jurisdictions were 
to be made available for the first time 
in Missouri. Certain treatment was 
accorded policies that had been in 
force from 1930 to March of 1935 
and certain different treatment was 
given policies in force from March 
1935 to November of that year. The 
policyholders were to get 20 per cent, 
the companies directly were to get 
50 per cent, the trustees 30 per cent. 
Agents commissions were to be paid 
and there was an immediate row be- 
cause of the demand of agents that 
they be paid commissions on the en- 
tire impounded amount and not mere- 
ly on the 80 per cent. There were 
the attorney fees and other expenses. 
[-xecutive attention was concentrat- 
ed mainly on the commission ques- 
tion. The demand of Mr. Street for 
5 per cent was merely an incident in 
the many-sided situation. He was 
questioned by individual executives 
on the destination of the 5 per cent 
and he told those inquirers, as he 
told this writer at the time, that in 
connection with the compromise he 
had agreed to defray most of the legal 
expenses of the state and the insur- 
ance department. 

“Any executive who had made an 
issue of that 5 per cent and had un- 
dertaken to have gone to the bottom 
of it would today, of course, be a 
hero, but it would have been an un- 
natural thing to do at the time, in 
view of the fact that Mr. Street, an 
insurance veteran of 50 years, oc- 
cupied a preeminent and_ singular 
position in the business and had 
seized dnd been trusted with the con- 
duct of the Missouri case ever since 
its beginning in 1922. Whatever mis- 
givings there might have been in the 
minds of executives were dispelled 
by Mr. Street’s ‘assurance that in 
due course a detailed accounting 
would be presented. 

“There is no way to prevent the 
public and the daily newspapers from 
charging that the sickening Missouri 
situation is the outcome of a con- 
spiracy on the part of the entire fire 
insurance business, but there is no 
excuse for those in the business to 
fall into that error.” 


HE official attitude of the stock 
fire insurance companies was in- 
dicated in the answers which they 
filed on June 15, in response to the 
orders to show cause why the entire 
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impounded fund should not be re- 
turned to the policyholders. The 
position taken was, in effect, that the 
companies are prepared to return to 
the custody of the court all of the 
moneys which they received under the 
terms of the compromise agreement, 
but that they do not agree that this 
should be turned over to the policy- 
holders forthwith. They hold that if 
the Missouri Insurance Department 
wishes the original decree under which 
the money was distributed, after the 
compromise, to be disclaimed, then 
the situation should revert to that 
which existed before the approval of 
the compromise. This would require 
a decision by the court as to who owns 
the impounded funds, which would be 
decided upon the merits of the argu- 
ments presented in the litigation which 
preceded the compromise. The com- 
panies also objected to having to pay 
any costs of distributing the money to 
the policyholders, provided the court 
finds the policyholders are entitled to 
it, pointing out that they had paid 
some $670,000 in legal and other ex- 
penses incurred by the Missouri 
Superintendent of Insurance that 
could not have been taxed to them 
save under a compromise agreement. 

At the hearing on this answer held 
before the three-judge Federal Court 
at Kansas City on June 19 counsel for 
Missouri Insurance Superintendent 
Ray B. Lucas requested that the entire 
stock company answer be stricken, 
arguing that the compromise agree- 
ment of 1935 was induced by bribery 
and corruption “either with the actual 
knowledge of the companies or with 
such knowledge as would have put 
them upon inquiry which would have 
disclosed such facts.” 

Charles L. Henson, counsel for the 
Missouri Insurance Department, stat- 
ed: “I believe the court can make its 
show cause order (which required the 
companies to show cause why the 
money should not be returned to the 
policyholders) absolute and order dis- 
tribution of the whole fund to the pol- 
icyholders without further hearing or 
taking evidence.” The motion which 
he presented requested the court to 
make the following orders: to strike 
out the answers of the 137 stock fire 
companies to the show cause order; 
to order the return to the policyholders 
of some $8,000,000 received by the 
companies under the compromise ; to 
require the companies to pay interest 
on this fund ; to require the companies 
to pay the cost of distributing the fund 
to the policyholders; and to dismiss 
the entire proceeding, including the 
original 137 separate rate suits settled 
by the compromise, at the cost of the 
companies. 
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When the Kansas City Journal 
recently listed the stock fire insur- 
ance companies which had had a por- 
tion of their Missouri premiums im- 
pounded by the Kansas City Federal 
Court, and had therefore received 
money from the fund released by the 
approval of the compromise agree- 
ment, it was noted that 26 of them 
were alien insurance organizations, 
largely British, and that 19 were alien- 
controlled. The list of companies, to- 
gether with the total of their prem- 
iums impounded in the Kansas City 
Federal Court, read: 


American Insurance Company — $197,- 
547.95 

Agriculture Insurance Company — $43,- 
309.73 


Aetna Insurance Company — $273,806.89 

The Alliance Insurance Company — $22,- 
864.43 

American Alliance Insurance Company— 
$87,975.90 

American Central Insurance Co. — $163,- 
840.31 

American Eagle Fire Insurance Co. — 
$51,319.45 

American Union Insurance Co. — $27,- 
430.31 

Atlas Insurance Company, Ltd. — $47,- 
132.34 

Automobile Insurance Co. — $117,074.54 

Bankers and Shippers Insurance Co. — 
$45,110.41 

Boston Insurance Co. — $114,997.03 

British America Assurance Co. — $13,- 
516.42 

Caledonian Insurance Co. — $10,888.94 

California Insurance Co. — $21,419.38 

Camden Fire Insurance Assn. — $51,- 
220.06 

Chicago Fire and Marine Ins. Co. — $10,- 
268.71 

Citizens Insurance Co. — $59,981.66 

City of New York Ins. Co. — $57,514.49 

Columbia Insurance Co. — $3,978.74 


Columbia Fire Insurance Co. — $18,- 
010.65 
Commerce Insurance Co. — $9,296.44 


Commercial Union Assurance Co. — $73,- 
695.39 


Commercial Union Fire Ins. Co. — $29,- 
586.43 

Concordia Fire Insurance Co. — $62,- 
427.71 


Connecticut Fire Insurance Co. — $107,- 
523.23 


Continental Insurance Co. — $320,983.29 

County Fire Insurance Co. — $5,556.31 

Detroit Fire and Marine Ins. Co. — $17,- 
912.08 

Dubuque Fire and Marine Ins. Co. — 
$63,407.35 

Eagle Fire Co. of New York — $19,650.47 

Eagle Star and British Dominions Ins. 
Co. — $23,164.16 

East and West Insurance Co. — $28,- 
761.10 

Equitable Fire and Marine Ins. Co. — 
$38,322.04 

Federal Union Insurance Co. — $12,- 
999.50 

Fidelity-Phenix Fire Ins. Co. — $371,- 
141.05 

Fire Association of Philadelphia — $83,- 
407.26 

Firemen’s Fund Ins. Co. — $126,453.74 

Firemen’s Insurance Co. — $130,795.53 

First American Fire Ins. Co. — $28,- 
330.10 

Franklin Fire Insurance Co. — $178,- 
826.94 

Franklin National Ins. Co. — $21,025.20 


Girard Fire and Marine Ins. Co. — $38,- 
210.73 


Glens Falls Insurance Co. — $54,009.61 

Globe and Rutgers Fire Ins. — $48,478.03 

Granite State Fire Ins. Co. — $17,997.31 

Great American Insurance Co. — $241,- 
675.30 

Guaranty Fire Ins. Co. — $5,808.52 

Hanover Fire Insurance Co. — $90,841.24 

Hartford Fire Insurance Co. — $534,- 
768.55 

Home Insurance Company — $737,389.31 

Home Fire and Marine Ins. Co. — $27,- 
620.81 

Hudson Insurance Co. — $12,313.98 

Imperial Assurance Co. — $23,554.94 

Importers and Exporters Ins. Co. — 
$49,474.37 

Insurance Co. of North America 
070.33 

Insurance Co. of the State of Pennsyl- 
vania — $41,042.05 

Law Union and Rock Ins. Co. — $28,- 
068.86 

Liverpool and London and Globe Ins. Co. 
—$187,819.04 

London Assurance Corp. — $66,020.02 

London and Lancashire Ins. Co. — $82,- 
093.70 

London and Provincial Marine & Gen- 
eral Ins. Co. — $10,568.81 

London and Scottish Assurance Corp. — 
$14,707.27 

Lumbermen’s Insurance Co. — $34,- 
516.19 

Manhattan Fire and Marine Insurance 
Co. — $10,571.55 

Massachusetts Fire and Marine Ins. Co. 
— $16,698.70 

Mechanics Insurance Co. — $7,753.51 

Merchants Insurance Co. — $23,259.02 
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Merchants Fire Assurance Corp. — $67,- 
968.05 

Merchants Fire Insurance Co. — $13,- 
213.94 


Mercury Insurance Co. — $24,706.27 

Michigan Fire and Marine Ins. Co. — 
$17,515.61 

Milwaukee Mechanics Ins. Co. — $73,- 
815.40 

National-Ben Franklin Ins. Co. — $29,- 
499.47 

National Fire Ins. Co. — $340,461.94 

National Liberty Ins. Co. — $93,154.71 

National Reserve Insurance Co. — $15,- 
041.40 

National Security Fire Ins. Co. — $12,- 
129.46 


National Union Fire Ins. Co. — $86,- 
161.37 

Newark Fire Ins. Co. — $31,360.53 

New England Fire Ins. Co. — $16,698.26 

New Hampshire Fire Ins. Co. — $84,- 
289.20 

New Jersey Ins. Co. — $31,985.52 

New York Underwriters Ins. Co. — 
$163,898.58 

Niagara Fire Insurance Co. — $54,321.86 

Northern Assurance Co. — $92,943.52 

Northern Insurance Co. — $79,814.40 

North River Insurance Co. — $76,075.10 

Northwestern Fire and Marine Ins. Co. 
— $15,154.47 

Norwich Union Fire Ins. Co.—$47,626.59 

Old Colony Insurance Co. — $18,579.00 

Orient Insurance Co. — $76,728.08 

Pacific Fire Insurance Co. — $34,898.61 

Palatine Insurance Co. — $36,666.37 

Patriotic Insurance Co. — $6,084.91 

Philadelphia Fire and Marine Ins. Co.— 
$55,606.84 

Phoenix Assurance Co. — $85,141.71 

Phoenix Insurance Co. — $130,243.10 

Central States Fire Ins. Co. — $36,- 
053.88 

Minneapolis Fire and Marine Ins. Co. 
—$22,521.28 

(Continued on page 27) 
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Buildings on poor land are more apt to be overinsured than those on good land. 


Mysterious Farm Fires 


By KENNETH H. HUNTER 


FARM CREDIT ADMINISTRATION, WASHINGTON, D. C, 


American farms represent about 

40 per cent of those reported to 
the National Board of Fire Under- 
writers.’ Insurance leaders agree 
that a large proportion of these are 
set by the owners because, under the 
circumstances in which they find 
themselves, the insurance in terms of 
cash is worth more to them than 
their buildings. Confirming this be- 
lief is a study by the Springfield Bank 
for Cooperatives which shows that 
farm fires tend to increase as prices 
of farm products drop and decrease as 


2 


agricultural prices rise.” 


Famer of mysterious origin on 


Most studies in this field have not 
attempted to analyze the relationship 
between fires which have occurred 
on particular insured farm property 
and the financial status of the owner. 
Recently, however, an_ illuminating 
study which analyzes the financial 
condition of insureds and fire losses, 
was released by A. W. Peterson of 
the Department of Agricultural Eco- 
nomics and Farm Management of the 
New York State College of Agricul- 
ture under the title, “Fires and Insur- 
ance on Mortgaged Farms”. Nearly 


(1) Prevention and Control of Farm Fires, Joint 
Committee of the Agricultural Committee of the Na- 
tional Fire Waste Council of Washington, D. C., and 
the Farm Fire Protection Committee of the National 
Fire Protection Association of Boston, Mass. 167 pp. 
1932 Chicago, See p. 27. 

(2) Ronk, S. E. Prevent Losses that is Progress. 
Mimeographed release Springfield Bank for Coopera- 
tives 1938 7 pp. Springfield, Mass. 1938. 


2,900 mortgaged farms were analyzed. 
The objective of this study is to de- 
termine if any relationships exist be- 
tween quality of land, the relative 
size of the mortgage and overinsur- 
ance as causes of fire. In the study 
“the land .. . has been classified as 
to its intensity of present and prob- 
able future use. . . . In general, the 
higher land classes are of higher 
quality for agricultural purposes.” 


When making deductions from Mr. 
Peterson’s monograph it is well to 
remember that on the whole the bet- 
ter grades of farm managers tend to 
gravitate to better grades of land. 
By and large good managers are 
likely to minimize those fire haz- 
ards created by carelessness and 
ignorance because good managers are 
rarely ignorant or careless. Further, 
in recent years at least, it has been 
realized that the poorer grades of 
agricultural lands are more apt to be 
overvalued than the best grades of 
land when valuation is determined 
by capitalizing net income. The nat- 
ural consequence of this fact is that 
given two farms, each mortgaged to 
the same percentage of their supposed 
sales value, the income from the farm 
made up of the poorer land is more 
likely to be insufficient for interest, 
taxes and the needs of the farmer’s 
family than is the income of the farm 
made up of the more productive land. 








June, 1939—21 


With these thoughts in mind let 
us turn to the conclusions reached 
by Mr. Peterson, the substance of 
which are: 

1. Fires causing serious damage oc- 
curred almost twice as frequently 
on poor land as on good and the 
loss per $1,000 of insurance aver- 
aged over $9 on poor land and un- 
der $4 on good land. 


bho 


On either poor or good land, fires 
occurred two or three times as fre- 
quently on farms which carried 
high insurance as on those carry- 
ing low insurance and fire losses 
per $1,000 of insurance were greater 
on the farms which carried rela- 
tively high insurance. 

3. On either poor or good land, fires 
occurred most frequently on farms 
with relatively large mortgages, 
and fire losses per $1,000 were 
twice as great on farms with large 
mortgages as on those with small 
ones. 

The first conclusion carries the im- 
plication that the buildings on poor 
land are more apt to be overinsured 
than those on good land. In fact Mr. 
Peterson states in another connec- 
tion, “A larger proportion of insur- 
ance on land classes I and II (the two 
poorest classes) was written in ex- 
cessive amounts per farm than on the 
better land classes.” 

The second conclusion — that on 
either poor or good land, fires oc- 
curred two or three times as fre- 
quently on farms which carried high 
insurance as on those carrying low 
insurance and fire losses per $1,000 
of insurance were greater on the 
farms which carried relatively high 
insurance supports the rather com- 
mon observation that overinsurance 
in itself tends to create a fire hazard. 
An additional conclusion of interest 
was that buildings of farms made up 
of poor land were more often overin- 
sured than those made up of good 
land. These circumstances were in 
all probability due to careless under- 
writing. 

The third conclusion drawn from 
Mr. Peterson’s stugly, that on either 
poor or good land, fires occurred 
most frequently on farms with rela 
tively large mortgages and fire losses 
per $1,000 were twice as great on 
farms with large mortgages as on 
those with small ones, shows that the 
temptation to profit by a fire may 
be present when there is a financial 
problem that is difficult of an honest 
solution. 
e® @ @ 


NDIFFERENCE is apt to develop 
even with the honest farmer who 
is confronted with a debt which 
seems to him impossible to meet. He 
will have little incentive or funds to 
properly care for his property. There- 
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fore, fire is more apt to occur on his 
property because of conditions he is 
not able to control, and there is a 
grave possibility that he may become 
criminally careless. As a farm mu- 
tual secretary in Maryland facetiously 
said, the “friction from a mortgage 
rubbing against an overinsured build- 
ing could be profitably utilized 
through the instrumentality of a fire 
of unknown origin.” 


It will be realized, of course, that 
the mere presence of a mortgage 
does not mean a farmer is a poor 
risk. It may mean that the farmer 
has taken steps to improve his earn- 
ing power or to transform himself 
from a tenant to an owner. Under 
such circumstances if the mortgage 
bears a reasonable relation to the 
productive capacity of the farm it 
probably indicates that the farmer is 
of superior ability. Nor should the 
fact that a man is not located on the 
best grade of land mean in itself that 
the farmer is a poor moral risk. 

However, the three conclusions 
from Mr. Peterson’s study provide 
something of a yardstick for measur- 
ing moral hazard on a given piece of 
property : 

1. Is the land of sufficient quality 
and quantity to allow the farmer 
to maintain financial stability? 

2. Is the mortgage on the property 
so heavy that its weight is apt to 
dull the managerial ability and the 
moral integrity of the applicant? 

3. Does the owner seem desirous of 
insuring his property at a figure 
apparently too high in relation to 
its economic value to him? 

In periods of declining agricul- 
tural prices overinsurance tends to 
arise unless there is a general down- 
ward revision. It is imperative in 
periods of depressions, therefore, that 
all policies be examined and _ that 
those be rewritten which may offer 
the owner a financial reward for hav- 
ing a fire. 

A secretary of a farm mutual said 
that his company had several fires 
of mysterious origin early in 1932 at 
which time it will be remembered 
prices were at a very low level. The 
proceeds of the policies were paid to 
mortgagees with the result that the 
farms were cleared or nearly cleared 
of debt. Most of these farmers were 
able to rebuild with material secured 
largely from their farms so little cash 
was involved in replacing their build- 
ings. These profitable fires were due 
to changes in price levels. The board 
of directors immediately rewrote 
nearly all policies and let it be known 
that structures lost through fires 
would be replaced, rather than com- 
pensated with a money payment. 
There were no more fires of mysteri- 
ous origin. 
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RACTICALLY all companies try 

to prevent profitable fires by lim- 
iting the amount of insurance to two- 
thirds or three-fourths of the cash 
value of the property insured. Fre- 
quently, the cash value of a building 
is determined by replacement cost. 
There are situations, however, where 
replacement costs are in excess of the 
true cash value, that is, the use value 
of a building to the owner. A farmer 
may have a building too big or ill 
adapted to his uses, in which case the 
cash use value to the owner may be 
less than the replacement cost. Nat- 
urally, the owner of such buildings 
will not have any too strong an in- 
centive to prevent a fire. This sug- 
gests that insurance on_ buildings 
which are vacant and are not likely 
to be used in the near future should 
either be cancelled, or reduced to an 
amount well below their scrap value, 
i. e. their value as second-hand build- 
ing material. According to many sec- 
retaries of farm mutuals the number 
of fires that occur in vacant build- 
ings on which the insurance is in ex- 
cess to their use value is astounding. 

If as careful an investigation is 
made of an applicant’s character, his 
ability and financial condition as is 
generally made of the physical haz- 
ards surrounding his property, if dur- 
ing periods of industrial depression 
the volume of insurance is reduced 
to correspond to lowered building 
costs, and, if the insurance on prop- 
erty is adjusted to correspond to its 
value in use, there should be a marked 
decrease in the number of fires from 
unknown or mysterious origins. 


Retailer 5 urvey on 
Independents 


DESPITE THE RISE OF THE CHAIN 
STORE AND THE DEVELOPMENT OF NEW 
forms of retailing such as the super- 
market, the independent, single-store 
merchants have held their own in num- 
bers since 1929 and now operate 86 
per cent of the stores in the United 
States, handling nearly two-thirds of 
the total retail sales volume. 

These figures, for the last year 
(1935) for which statistics are avail- 
able, are included in the report of a 
research staff which has just com- 
pleted a survey of the costs of distribu- 
tion for the Twentieth Century lund. 

The report, parts of which were 
made public recently by Evans Clark, 
Executive Director of the Twentieth 
Century Fund, contains an analysis of 
the various types of retail trade and 
shows that the proportions handled by 
the single store increased slightly more 
than one per cent between 1929 and 
1935. The research staff points out 


that the addition of liquor stores, 
which were legalized in the interval 
between those years, and the dropping 
of “retailers — country buyers” and 
“retailers — wholesalers” as separate 
classifications in Census listings may 
make the increase more apparent than 
real, but the single store at least has 
held its own during the period in ques- 
tion. 

Measuring the amount of retail 
trade as a whole, the report says, “In 
the United States in 1935 there were 
more than 1,600,000 retail stores em- 
ploying nearly 4,000,000 persons, ex- 
clusive of proprietors, and doing a 
business of $33,200,000,000.”’ 

The share of the chain stores in this 
total is indicated by the statement in 
the report that “although less than one 
out of twelve of the 1,600,000 retail 
stores were owned by chain systems, 
chain stores handled nearly 23 per 
cent of the total retail sales.” Other 
statistics show that while the so-called 
“local” chains and manufacturer-con- 
trolled chains lost some ground be- 
tween 1929 and 1935, chain stores op- 
erating on a more widespread section- 
al or national basis “showed a substan- 
tial increase in number of outlets and 
accounted for more than 19 per cent of 
the entire retail business of the country 
in 1935, as compared with only 12.5 
per cent in 1929,” 

The newest and most spectacular 
development found by the research 
staff in the retail field is the growth 
of the super-market. This type of out- 
let, while it has been in existence for 
a number of years, is just now under- 
going very rapid expansion. 

The report says that “even though 
there is no definite agreement as to 
what a super-market is,” four chief 
characteristics may be listed: (1) all 
important types of food are assembled 
under one roof and departmentalized, 
so that not one but many clerks wait 
on a single customer ; (2) super-mar- 
kets usually, but not always, operate 
the grocery department on a self-serv- 
ice basis; (3) super-markets usually, 
but not always, provide parking 
space ; and (4) super-markets usually 
do a volume of business which is larger 
than even the largest combination 
stores. The research staff estimates 
$5,000 a week as a minimum. 

In the absence of actual statistics, 
the staff quotes an estimate that there 
were 1,000 to 1,200 super-markets in 
existence at the end of 1937; and by 
the end of 1938, due to rapid growth 
during the year, the total number was 
somewhere between 2,000 and 2,500. 
The report points out that super-mar- 
kets show a wide variety of ownership 
and control. Some are independent, 
others are owned and operated by the 

(Continued on page 27) 
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New York Ruling Discourages 
Extra Commissions to Brokers 


HAT the New York Insurance 

Department is convinced that 

taking a firm stand against the 
payment of excess commissions by in- 
surance companies is essential for the 
protection of the best interests of both 
the public and the industry, and that it 
is not unwilling to have its authority 
in this matter tested in the courts, is 
the conclusion that is being drawn 
by readers of the recent statement of 
Superintendent of Insurance Louis H. 
Pink in renewing provisionally the 
license of the Northwestern National 
Insurance Company to do business in 
New York. 


The Northwestern National, which 
has its home office in Milwaukee, was 
found to have been paying approxi- 
mately 10% higher commissions to 
brokers than those authorized by the 
New York Fire Insurance Exchange. 
The regular commission was _ paid 
through the regular channels, the ex- 
cess being paid in cash through a sep- 
arate account carried in the name of 
the company’s New York manager. 


“This company refuses to follow the 
method doing business adopted gen- 
erally within the state and which is in 
the best interests of the people of the 
state,” Superintendent Pink asserted. 
“Instead of refusing to renew the 
license, thereby placing the company 
in jeopardy at once, I have decided to 
provisionally renew the license which 
expired May 1, 1939, but without pre- 
judice to this proceeding, and upon 
notice to the company that its license 
will be revoked within sixty days from 
the date of receipt of a copy of this 
decision, unless I am notified in writ- 
ing that the company is discontinuing 
the practice of paying excess commis- 
sions. This sixty-day period will not 
only give the company sufficient time 
in which to arrange for the discon- 
tinuance, but will also give it ample op- 
portunity to prepare for a review of 
this decision by the courts in the event 
it decides to test the Superintendent’s 
power.” 

The text of Superintendent Pink’s 
decision reads: 

e @ ® 
HEARING was held on a re- 
A pert on examination of the 
Northwestern National Insur- 
ance Company dealing with the ques- 
tion of “excess commissions” paid by 


the company in the City of New York. 
The Northwestern National Insur- 
ance Company is a foreign corpora- 
tion permitted to do business in this 
state. The examiner’s report shows 
the payment by the Northwestern of 
an excess or additional broker’s com- 
mission of approximately 10% in an 
indirect, separate cash transaction. 
The report contains the names of the 
brokers to whom the excess commis- 
sions were paid and indicates the total 
amount of commission paid each. 


The examiner recommended that 
the company be directed to show 
cause why its license to do business 
in this state should not be terminated 
upon the grounds that the practices 
disclosed in the report tend to pro- 
duce an unjustifiable increase in ac- 
quisition costs and are opposed to the 
best interests of the people of this 
state. He also recommended that the 
names of the brokers involved be sent 
to the Fire Insurance Exchange, with 
which most have signed a pledge, for 
such disciplinary action as it might 
deem advisable. The company in turn 
asks that its formal authorization to 
do business in this state be renewed 
and that the report of the examiner be 
not filed or made public. The com- 
pany also strongly urges that the 
names of the brokers included in the 
report should not be disclosed to the 
New York Fire Insurance Exchange 
or to anyone else. 


Prior to 1898 we had in this city a 
rating organization known as _ the 
“Tariff Association.” It was a vol- 
untary organization of companies op- 
erating in the New York City area 
and its functions were to maintain 
equitable and uniform rates and to 
regulate commissions so that compe- 
tition among the companies would 
not become such as to ruin the busi- 
ness. This voluntary organization 
collapsed in 1898 as a result of dissen- 
sion on the part of the member com- 
panies. What ensued during the suc- 
ceeding ten months is quite forcefully 
set forth in the Cyclopedia of Insur- 
ance in the United States (1898- 
1899) : 

“For the next three months (after the 
dissolution of the Tariff Association) chaos 
reigned in fire insurance rates in New 
York. Commissions to brokers ran up at 
first to 40%. Outstanding business was 
cancelled and rewritten at almost any rate 
offered. A number of companies refused 
to join in the scramble and ceased to do a 
local business. The demoralization af- 
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fected the whole country and after the 
companies had suffered to the extent of 
about 60% of the premium receipts of the 
metropolitan district the sobering influence 
of these losses began to be apparent.” 


Because of this chaos, a call for a 
meeting was issued and representa- 
tives of nearly every joint stock fire 
insurance company doing business in 
New York attended that hearing. 
Numerous conferences were held and 
an agreement was finally drawn up 
which was signed by practically all of 
the eligible companies. As a result, 
the New York Fire Insurance Ex- 
change came into existence and the 
agreement just referred to became the 
articles of association and the by-laws 
under which the Exchange functions. 
In affiliating with the Exchange, mem- 
bers are required to sign the following 
pledge: 

“T hereby agree for myself and the com- 
pany or companies I represent that I will 
observe the foregoing agreement and all 
the rates, rules and regulations of the New 
York Fire Insurance Exchange in letter 
and spirit until I am released from its obli- 
gations as therein provided. I have not any 
agreement or contract with brokers or 
others not in accordance with its provisions 
nor will I make any such while I am a 
member of this Exchange.” 

Under the above agreement the 
brokerage that companies and agents 
under the jurisdiction of the [Ex- 
change may pay is limited as follows: 

15% on the better grade risks listed in 
the agreement, referred to as Class A brok 
erage. 

10% on all other risks except those next 
mentioned, known as Class B brokerage. 

5% on risks located in a congested area 
in the Borough of Manhattan specified in 
the agreement and referred to in said agree- 
ment as Class C brokerage. 

The agreement provides that any 
of the brokerages may be increased 
by five points if the broker placing the 
business has signed and observed a 
voluntary pledge that in considera- 
tion of such increased rate, (a) he 
will in all his relations with the Ex- 
change members and in all the solici- 
tion and handling of business to be 
placed with them, conform strictly to 
the reasonable rules of the New York 
Fire Insurance Exchange; and (b) 
he will not accept from any company 
a higher rate of brokerage on risks 
situated in the area of the Exchange 
than is allowed by the rules of the 
Exchange. 

Companies writing approximately 
98% of the premiums written in the 
metropolitan area are members of the 
Exchange and have voluntarily agreed 
upon the rate of commissions to be 
paid to the brokers. Nearly all of the 
brokers in the area have signed the 
pledge and have shown a desire and 
willingness to assist the Exchange by 
accepting the rate of commissions pro- 


vided for. 
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S HAS been indicated, the prob- 

lem of excess commissions goes 
back at least to 1898 and undoubtedly 
presented a serious situation many 
years prior to that. Since the organi- 
zation of the Exchange the matter has 
been brought to the attention of the 
Superintendents of Insurance from 
time to time. The problem was con- 
sidered by a joint legislative com- 
mittee which reported to the Legisla- 
ture February 1, 1911. In March, 
1930 Superintendent of Insurance 
Albert Conway issued a public state- 
ment, after personally discussing the 
problem of excess insurance commis- 
sions before the Fire Insurance Ex- 
change, in which he said: 

“* * * the public could only be protected 
by constituting the Superintendent of In- 
surance as a supervisor of rates to the end 
that the rates and premiums and all of the 
elements composing them shall be fair and 
reasonable. This responsibility is a serious 
one, 

“If you fail to properly conserve your 
funds, if you discriminate unfairly between 
assureds, if you waste premium income in 
unreasonable acquisition costs instead of 
applying this income towards reductions in 
rates, I must act and I shall act.” 

In 1931 Superintendent George S. 
Van Schaick called together the ex- 
ecutives of the companies and repre- 
sentatives of the producing forces and 
said: 

“An overpayment of commission to a 
producer has the same effect upon an in- 
surance company as the illegal cutting of 
rates. It produces a deficiency in the com- 
pany’s income, so that it cannot meet on a 
proper basis the obligations assumed under 
its policy contracts. * * * Undoubtedly some 
of the companies who fail to give their full, 
wholehearted cooperation to these self-gov- 
erning bodies would be the first to cry out 
against legislation designed to curb existing 
abuses. They would likewise be the first 
to complain against the action of the super- 
vising official who would act to reduce pre- 
mium rates for the purpose of forcing a 
discontinuance of competitive abuses.” 

The abuse had become so serious 
that in the early part of 1936 I wrote 
a letter to the Fire Insurance Ex- 
change expressing concern over the 
practice of paying excess commissions 
and offered the assistance of the De- 
partment in solving this problem. As 
there was no apparent improvement 
I personally appeared before the Ex- 
change on June 24, outlined the prob- 
lem in this state, and requested the 
help and cooperation of the compa- 
nies and producing forces in prevent- 
ing the practice. I also offered the 
assistance of the Department to the 
Exchange in so far as it was proper 
for me to help and said in part: 

“I have not come here to threaten but 
rather to make a plain statement of the po- 
sition of the Department which will be fol- 
lowed by performance to the best of our 
ability. I have not come here to plead be- 
cause I know that the majority of the mem- 
bers of the Exchange see eye to eye with 
the Department. In developing our own 
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program it is necessary to coordinate it 
with that of the Exchange. We must work 
in close cooperation if we are to succeed 
and the Department’s plan of procedure 
must be closely tied in with yours. It is 
for that reason only that I take the liberty 
of suggesting a possible program to be un- 
dertaken by the Exchange for your con- 
sideration, as well as making plain what 
action the Department intends to take.” 

It is my opinion that the payment 
of excess commissions is an evil and 
reacts disadvantageously to the policy- 
holders, companies and _ producers. 
The company contends that no power 
has been given to the Superintendent 
to fix the rates of commissions and 
that inasmuch as there is no law fixing 
the amount of commissions to be paid 
and no rule of the Department in re- 
gard thereto, there is no such thing 
as an excess commission. There may 
be a question as to just what consti- 
tutes excess commissions and as to 
the Superintendent’s power to deal 
with this problem. But since it is in 
fact an evil in the insurance business 
it is the duty of the Superintendent, 
whose function it is to look out for the 
interests of the policyholders of the 
state, both as to the rates paid and as 
to the soundness and business prac- 
tices of the companies, to meet the 
excess commission problem squarely 
and to attempt to prevent by all proper 
means the furtherance of the practice. 

I believe and have frequently stated 
that eventually it will probably be 
necessary for the Legislature to give 
the Department some direct control 
over commissions for the proper polic- 
ing of the business. This demand will 
eventually come from the industry it- 
self. I have also stated and again 
repeat that in view of the fact that the 
Legislature has not given such direct 
control to the Department I do not 
wish to fix commissions or to assume 
any authority not fairly intended by 
the statute. I desire to live within the 
proper interpretation’of the law. As 
has been so often and so wisely re- 
peated “this is a government of laws 
and not of men.” But the Superin- 
tendent has not only very broad pow- 
ers which he may use in preventing 
injury to the business and to policy- 
holders but a positive duty to exer- 
cise them when necessary. 


HILE it is contended by the 

company that there is no such 
thing as an excess commission in the 
legal sense, we must keep in mind 
that the companies which write 98% 
of the business in the metropolitan 
area have gotten together and volun- 
tarily agreed upon a scale of commis- 
sions which has been accepted by 
practically all of the active brokers in 
the area. With such unity of action on 
the part of the companies and the pro- 


ducing forces, there is justification 
for regarding commissions paid be- 
yond the voluntary scale as excess. It 
is true that the payment of excess 
commissions may take many forms 
other than cash, such as rent and ser- 
vices, all of which can properly be 
stated to be of a back-door method 
which in and of itself evidences a 
knowledge of impropriety. When we 
refer to excess commissions in this 
case we are referring to the cash 
amounts paid over and above those 
voluntarily agreed upon by the great 
bulk of the industry. Payment by the 
Northwestern of commissions in ex- 
cess of those amounts is conceded. 

The records in the New York office 
of the company indicate only that it 
paid the exact commissions provided 
for under the rules of the Exchange. 
An examination of the cash book of 
the New York office shows that dur- 
ing the year 1937 the company re- 
ceived from brokers $305,406.69 in 
net premiums, of which it paid $55,- 
466.48 for commissions. This is the 
identical amount that would have been 
paid by any other company which was 
observing the rules of the Exchange ; 
but upon further questioning by the 
examiner, the local manager produced 
a supplementary record in which were 
listed all the brokers who he conceded 
had received excess commissions. The 
amount of the excess did not appear 
in any of the books of the New York 
office, but it was established and is 
admitted that an excess of approxi- 
mately 10% was paid to each. 

The manager would estimate the 
approximate amount needed to pay 
excess commissions and request a 
check for that amount from the home 
office. The check would be deposited 
in a local bank in an account specially 
labeled in the manager’s name. On 
or about the tenth of each month the 
cashier drew a check payable to cash 
and/or to the manager’s account 
which the manager cashed between 
the tenth and the fifteenth of the 
month and out of which he paid the 
excess to each broker in cash. The 
evidence showed that the amount of 
excess paid in the year 1937 was $27,- 
736.67, which, in addition to the regu- 
lar commissions of $55,566.48, made 
a total of $83,253.15, or an increase 
of approximately 50%. The com- 
pany’s own conduct in the manner of 
paying these additional commissions 
and the method used is irregular. 

The Exchange has a grievance 
Committee which is continuously 
checking alleged violations on the part 
of its members and has counsel in its 
employ for the purpose of assisting in 
the prosecution of violations. The 
company in question is not a member 
of the Exchange and is therefore not 
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subject to discipline as are all mem- 
ber companies. Although in 1923 the 
Northwestern entered into an agree- 
ment with the New York Fire Insur- 
ance Rating Organization, with which 
the Exchange is affiliated, by which it 
agreed to observe the rules and regu- 
lations adopted by that organization 
with respect to commissions and 
brokerages, it does not recognize the 
rules of the Exchange and refuses to 
be bound by them. Consequently the 
Superintendent alone has power to 
act. 

If it were possible to limit the prac- 
tice to a single company it might not 
have any serious effect upon the in- 
surance business or the insuring pub- 
lic public and perhaps no action on 
my part would be necessary. The 
difficulty is that if a few companies 
pay excess commissions other com- 
panies must follow suit in order to 
protect their own business and inter- 
ests. Either all companies should be 
free to pay excess commissions or no 
company should pay them. Also it is 
most unfair to producers to permit 
some brokers to accept excess com- 
missions while those who are con- 
scientious and want to abide by the 
best interests of the industry are com- 
pelled to refuse them. 

Regulation of rates has been a well- 
defined policy of this state for a great 
many years. Reasonable standardiza- 
tion of commissions is a necessary 
part of rate regulation. While compa- 
nies and producing forces are entirely 
free to agree upon the amount of com- 
pensation without interference from 
the state, they have no right to take 
action which will disorganize the busi- 
ness, eventually increase the cost to 
the consumer or disrupt the rating 
system. 

ee @ ®@ 


INCE it is generally conceded and 

and has been proven by experi- 
ence that excess commissions are an 
evil in the insurance business, should 
the Superintendent permit a foreign 
company to do business in this state 
which will not abide by the standard 
commissions adopted by the industry 
and which are a part of the rating 
structure? This presents a serious 
problem. The State of Wisconsin, in 
which the home office of this company 
is located, has always been a leader in 
insurance supervision and a pioneer 
in the furtherance of sound insurance 
practices. The company itself is finan- 
cially sound and no question is raised 
except with regard to its practice of 
paying excess commissions. I have 
no desire to act arbitrarily and as a 
matter of comity would prefer that a 
domestic company were involved 
rather than one organized under the 
laws of another state. But I am pre- 
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sented with a condition and not a 
theory and believe that it is the Super- 
intendent’s duty to exercise the broad 
powers which he possesses. 

Weare proud that the State of New 
York has been broad-minded in insur- 
ance matters and has invited insurers 
from other states to do business here 
on substantially the same terms as our 
own companies. We have not discrim- 
inated against them in any way. But 
there is no obligation on the part of 
the host to invite a guest within its 
gates who continually violates its hos- 
pitality. This company refuses to 
follow the method of doing business 
adopted generally within the state and 
which is in the best interests of the 
people of the state. 

Instead of refusing to renew the 
license, thereby placing the company 
in jeopardy at once, I have decided to 
provisionally renew the license which 
expired May 1, 1939 but without 
prejudice to this proceeding, and upon 
notice to the company that its license 
will be revoked within sixty days from 
the date of the receipt of a copy of this 
decision unless I am notified in writ- 
ing that the company is discontinuing 
the practice of paying excess commis- 
sions. This sixty-day period will not 
only give the company sufficient time 
in which to arrange for the discon- 
tinuance but will also give it ample 
opportunity to prepare for a review of 
this decision by the courts in the event 
it decides to test the Superintendent’s 
power. 

There remains the question of the 
brokers. Should the Superintendent 
make the names known to the Ex- 
change so that they may be disci- 
plined ? As I pointed out in my speech 
before the Fire Insurance Exchange, 
I am of the opinion that while the 
brokers are at fault and must be disci- 
plined if they fail to carry out their 
pledges, the companies are more at 
fault than the producing forces. If the 
companies refused to pay excess com- 
missions the brokers could not receive 
them. The brokers object to being 
disciplined by a body in which they 
have no representation. For the time 
being at least, the names of the brokers 
will be withheld and they will not be 
included in the examiner’s report as 
officially filed. Under the pledge 
which they have given the Exchange 
they are apparently subject to disci- 
pline by that body, but it is unneces- 
sary to pass on that question at this 
time. Undoubtedly the Department 
has control of the brokers and agents 
whom it licenses and has ample power 
to take such corrective steps as may 
prove necessary to meet the situation. 

May 19, 1939. 

Louts H. PINK, 
Superintendent of Insurance. 








June, 1939—25 


Governor Signs 


New York Code 


GOVERNOR HERBERT H. LEHMAN ON 
JUNE 15 SIGNED THE PIPER-HAMP- 
ton bill, which completely rewrites 
the insurance law of New York. 
Thus Governor Lehman, who 
throughout the efforts toward revis- 
ion manifested keen interest and co- 
operatron, brought to realization the 
efforts and aspirations of the super- 
intendents of insurance during the 
past 70 years who have fought to 
have the insurance law _ recodified. 
The Insurance Department, the in- 
surance industry, and the Joint Leg- 
islative Committee for Recodification 
of the Insurance Law, of which As- 
semblyman R. Foster Piper of Buf- 
falo is chairman, and Senator Wil- 
liam H. Hampton of Utica is vice- 
chairman, have devoted nearly four 
years of concentrated effort to the 
drafting of the Code. The new law 
will become effective generally on 
January 1, 1940, with the exception 
of the sections dealing with non- 
profit hospital service corporations 
and medical indemnity corporations. 
These will become effective at once. 

Although there are some essentially 
new features in the Code, for the 
most part it constitutes a reorgani- 
zation of the insurance law, making 
its contents more easily accessible to 
policyholders and their representa- 
tives. 

Although the Code has now been 
enacted into law, the Insurance Law 
Recodification Committee of the 
Legislature, in submitting its report 
to the legislature, has requested that 
the life of the committee be extended 
for an additional year. 

The committee has stated it feels 
that it has been impossible to give 
the required attention to many mat- 
ters of extreme importance to the 
insuring public and to the state and 
that there are many more important 
matters which the committee ought 
to further investigate and consider. 
The report of the committee states 
in part as follows: 

Due to the tremendous amount of detail 
and the many conferences held by the com- 
mittee with individuals, associations, groups, 
attorneys and officials during the past year 
in connection with the recodification of the 
insurance law, it has been impossible for the 
committee to give the required attention to 
many matters of extreme importance to the 
insuring public and to the state. Following 
is a list of the most important matters which 
the Committee ought to further investigate 
and consider : 

(1) Further study and examination 
into the business of industrial life insur- 
ance with special reference to its effect 
upon the social and economic life of the 
citizens of this state. 

(2) A thorough consideration and study 


(Continued on page 26) 
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What Price Fire ? 


(Continued from page 16) 


ened to the telephones ringing on the 
inside. 

There was nothing else to do but 
find temporary quarters. We located 
a store across the street in the next 
block. It smelled clean and looked all 
right. The floors were covered with 
lime, or ammonia, or something. We 
engaged the place, secured permission 
to move a few desks at our own risk, 
brought along the necessary papers, 
again ordered temporary phone serv- 
ice, and started cleaning up our new 
teepee. 
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HAT a surprise. After sweep- 

ing up the lime, we found that 
we were in a deserted fish store, and 
the place was still haunted by all the 
departed fish. Their presence filled 
the air and soon we were all pervaded 
with the same odor. I shall never for- 
get how heroic our employees were, 
from the switchboard operator to the 
salesmen who rolled up their pants 
and swabbed the decks. We stayed 
with the ghostly smell for three days. 


In the interim, owners of the prop- 
erty had learned that our six story 
building could be restored in its en- 
tirety. Workmen started Wednesday 
morning to shore up the beams, 
strengthen the walls, and refasten the 
fire escapes, and to put up a tempo- 
rary roof. 

A week had now passed. The build- 
ing was beginning to dry out. We 
hired a crew of extra help, and they, 
together with our salesmen, started 
the clean up job. By lantern light, we 
went through the ashes to find, drills, 
taps, high speed hack saw blades, pre- 
cision tools and what not. File han- 
dles, hammer and sledge handles, 
brushes—anything that could float— 
had floated off the shelves, down the 
elevator shaft, into the basement, and 
from there into our neighbor’s base- 
ment. The pressure of the water had 
been so strong that the party wall un- 
der the sidewalk gave way. Even full 
kegs of nails, which had been stored 
in the basement, were found fully 
fifty feet from the usual place. 


We finally computed our loss with 
the aid of our adjuster and presented 
our claim to the fire insurance com- 
pany who immediately started check- 
ing the inventory figures by testing 
lots. 

Here we had a most amusing ex- 
perience. One of the adjusters ques- 
tioned the correctness of the count on 
some sprinkling cans. He could not 
see them all and insisted on a recount. 
He was within his rights, of course, 
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but we had worked so damn hard to 
be accurate that his challenge peeved 
us. I told him I would personally 
climb up the damaged shelving and 
make the recount. In moving the cans 
I found they were still full of water. I 
don’t know what possessed me. From 
my uncertain perch, I could see where 
the adjuster stood. There he was, 
right below me. What a temptation. 
And sure enough, I let him have it— 
the whole five gallons. Did he holler ! 
While this sounds pretty mean, and 
although I did it on the impulse with- 
out a purpose, it proved a good stroke. 
It dampened his ardor for recounts. 

The next morning his boss came to 
replace him. Believe it or not, he 
checked and approved our count in 
about a day’s time. Years of expe- 
rience had taught him where to go to 
find possible discrepancies. 

Two days later our own adjuster 
notified us he had an offer. I went to 
his office and the figure was presented 
to me. It was a fair figure, and the 
first amount stated was never changed. 
After questioning this and that for a 
day, we accepted the offer with the 
understanding that we could keep the 
salvage. Up to that time, we wanted 
them to take the salvage, and pay us 
full insurance minus the amount we 
stood to lose on account of the con- 
tribution clause, or co-insurance. To- 
day, I am glad that it was settled on 
their basis. 

Now we could direct our attention 
to the building. During the time 
elapsed, the contractor, who was a 
specialist in the restoration of fire 
damaged property, had begun the 
work of rebuilding. It developed that 
this work could not be completed in 
the sixty days provided by our lease. 
Therefore, we waived our rights in 
this respect and agreed to remain in 
the building. 

It was necessary that we remove 
what was left of the damaged mer- 
chandise and burned shelving from 
the floors to permit the workmen to 
proceed. We had no elevator, no 
stairways. Some of the stock was sent 
down through the spiral chute. The 
elevator shaft was used as a chute for 
debris and charred timbers, which 
were, in turn, thrown out into the 
alley, where they were seized by the 
countless junkmen who immediately 
infested the neighborhood. One party 
of these collectors overstepped the 
property line and on a quiet Sunday 
invaded the second floor via the rear 
fire escape. We discovered them 
“toting” away bearing bronze under 
a truck load of old timber, and two of 
them are now vacationing in the 
sridewell. 

Over 100,000 feet of lumber were 
used to reconstruct the building. Now 


we are on our way to restocking it 
again. This brings my story up to 
date. We believe we absorbed all the 
blows directed against us. We believe 
we have won out. 

I hope that, in the summary of my 
somewhat long tale, I have brought 
to you the lesson that I learned. I 
know my experiences would have 
been much less trying, had I carried 
enough insurance. To me, insurance 
has ceased to be an unnecessary ex- 
pense, a necessary evil. I definitely 
consider it a part of my cost. Today 
I prefer to buy less and be overin- 
sured, or at least be sufficiently in- 
sured, than to over-buy and be under- 
insured. Remember, I thought it 
could not happen to me, and it can 
happen to you. 

(Condensed from an address before 
the April Forum of The Chicago As- 
sociation of Credit Men.) 
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of a method for adequate representation 
of policyholders in the directorate and 
management of mutual life insurance 
companies. 

(The legislature has recently been 
mandated by the monopoly investiga- 
tion in Washington to enact the neces- 
sary legislation to accomplish the fore- 
going upon threat that if it fails so to do 
that the Congress will take appropriate 
action.) 

(3) A number of controversial matters 
specifically excluded from the new code 
which the committee has agreed (if ex- 
tended) to hold hearings upon in order 
to prepare the necessary legislation for 
introduction in 1940. 

(4) The requests by the mutual casu- 
alty insurance companies for increased 
writing powers. 

(5) A study of the proposed new stand- 
ard fire insurance policy now under con- 
sideration by the association of state in- 
surance officials, a bill providing for it 
having been introduced in the Senate by 
Senator Hampton, Print No. ........ Int. 
PUG scenes 

(6) An investigation and study of the 
fire insurance rates in this state concern- 
ing which there have been many com- 
plaints with view toward lowering the 
same if practicable. 

(7) A further study of Article VIII 
of the new Code, commonly called the 
rating article for the purpose of prepar- 
ing separate rating sections for fire in- 
surance and for casualty insurance. 

(8) A study of the experience of hos- 
pital and medical corporations as now 
constituted, with a view to providing in- 
creased safeguards to the public insuring 
therein. 

(9) A study of the so-called employer- 
employee voluntary relief organizations 
to determine whether the state should 
exercise supervisory powers over them. 

(10) Full consideration of the activi- 
ties of insurance counselors and advisors 
for the purpose of recommending appro- 
priate legislation for their examination 
and licensing by the state. 
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Retailer Survey 
, (Continued from page 23) 


established corporate chains, and some 
are operated as volume outlets by 
wholesale grocers. Still others are 
members of retailer-owned coopera- 
tives or wholesaler-sponsored volun- 
tary chains. 

The two latter types of organization 
—the retailer-owned cooperatives and 
wholesaler-sponsored voluntary chains 
—bringing together the more usual re- 
tail outlets other than super-markets, 
have shown recent and rapid growth, 
according to the report. In both cases 
the retail establishments concerned are 
independently owned. In the retailer 
cooperative, the retailers set up their 
own agency to perform wholesaling 
and coordinating functions ; and in the 
voluntary chain, usually headed by an 
established wholesale house, the mem- 
bers join to get some uniformity of 
marketing approach. The research 
staff says that “so recently have co- 
operative and voluntary chains be 
come important that comprehensive 
statistics have not yet been compiled.” 

Retail outlets maintained by con- 
sumer’s cooperatives, despite steady 
growth during recent years, are found 
to account for less than one per cent of 
total retail sales. The report quotes 
the U. S. Bureau of Labor Statistics 
as estimating that in 1936 “there were 
about 3,600 cooperative retail associa- 
tions in the United States, with a total 
membership of 677,750 individuals, 
and total sales of $182,685,000.” 

In estimating the cost of retail serv- 
ices as a whole, the research staff puts 
the figure at $12,600,000,000 in 1929 
and says this is nearly one-third of the 
entire cost of commodity distribution. 

Costs in the field of retailing itself 
show wide variations. The research 
staff estimates that averaging all types 
of retail outlets together would show 
that the average retail establishment 
uses 27.5 per cent of its net sales to 
pay its own operating costs. 

Subjecting these averages to further 
analysis by lines of trade, the research 
report shows that restaurants, cafe- 
terias and lunchrooms as a group have 
the highest ratios, with their operating 
expenses amounting to 52 per cent of 
their total sales. It is pointed out that 
these relatively high costs for eating 
places are due to the expense of pre- 
paring and serving the food as well as 
selling it. Percentage figures for other 
lines of business are given in the fol- 
lowing tabulation : 


TOWLE GIONS oibisicscicisitacceoderes 42% 
PUSEONE “SOTORS 6... 06.5 6 0s ovine ecco 35 
Women’s ready-to-wear.............. 31 
TN SUI 6. o's v.69.2. 05:00 ce: s-aeibos 31 
DOPATTMOHE SLOTES. 60.0. eccvcccvccses 29 


JouRNAL OF AMERICAN INSURANCE 


RNG a eas. Saw nema eee wales 
IE GIRO 56.0) 6:0-5:csarndcrwle-stoeteareinion 27 
I CUI e.s cic. bd csevielcpanwatio 26 
TOR CII oss aieia ne cio'djercire tic pareeiw'ea 25 
Groceries (without meats)........... 20 


Combination (groceries and meats)..18 
Motor cars (new) 16 
General stores (with food)........... 16 

The report points out that both the 
size of the retail store and the size of 
the community in which it is located 
seem to affect operating costs. Com- 
prehensive data are not available, “but 
fragmentary studies appear to justify 
the conclusion that, disregarding the 
size of the store, the small town con- 
cerns have lower costs than those in 
the larger cities. On the other hand, 
if the size of the town be disregarded, 
the cost of doing business seems to de- 
crease as the size of the store increases 
—at least up to a certain point.” With- 
out drawing final conclusions, the re- 
search report suggests that “there may 
be an optimum size for different lines 
of retail trade, for which operating ex- 
penses are lower than for either the 
largest or the smaller stores.” 








Missouri Compromise 
(Continued from page 20) 


Presidential Fire and Marine Ins. Co.— 
$3,546.55 

Providence Washington Ins. Co. — $47,- 
648.86 

Provident Fire Ins. Co. — $8,200.98 

Queen Insurance Co. — $112,715.63 

Reliance Insurance Co. — $22,828.15 

Rhode Island Insurance Co. — $57,263.72 

Royal Exchange Assurance Co. — $119,- 
512.48 

Royal Insurance Co. — $108,282.52 

Safeguard Insurance Co. — $10,792.00 

St. Paul Fire and Marine Ins. Co. — $87,- 
878.31 

Scottish Union and National Ins. Co. — 
$96,492.09 

Security Insurance Co. — $64,931.86 

Sentinel lire Ins. Co. — $22,649.08 

Springfield Fire and Marine Ins. Co. — 
$285,333.52 

Standard Fire Ins. Co. (Hartford) — 
$29,510.18 

Standard Fire Ins. Co. (Trenton), $63,- 
371.79 

Star Insurance Co. — $31,356.72 

State Assurance Co. — $10,029.77 

Stuyvesant Insurance Co. — $22,935.41 

Sun Insurance Office — $80,583.98 

Superior Fire Ins. Co. — $21,618.62 

Svea Fire and Life Ins. Co. — $12,959.84 

Tokio Marine and Fire Ins. Co. — $39,- 
778.73 

Transcontinental Ins. Co. — $13,952.66 

Travelers Fire Ins. Co. — $194,580.76 

Twin City Fire Ins. Co. — $11,320.41 

Inion Assurance Society — $16,513.67 

Jnion Fire Ins. Co. — $16,535.03 

JInited Firemen’s Ins. Co. — $2,446.18 

Jnited States Fire Ins. Co. — $168,224.48 

U. S. Merchants and Shippers Ins. Co.— 
$8,381.57 

Victory Insurance Co. — $12,587.36 

Westchester Fire Ins. Co. — $78,426.76 

Western Assurance Co. — $20,176.81 

Western Fire Ins. Co. — $36,810.14 

World Fire and Marine Ins. Co. — $24,- 
884.15 
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Yorkshire Insurance Co. — $43,255.69 
Mechanics and Traders Ins. Co. — $35,- 
801.08 


Potomac Insurance Co. — $53,683.98 
Underwriters Grain Assn. — $44,734.17 
Pittsburgh Underwriters Dept. — $3,- 

496.87 
General Cover Department — $22,071.55 

Official action designed to deter- 
mine the degree to which the stock 
fire insurance companies and _ their 
executives were responsible for the 
procuring of the rate compromise by 
bribery began on three fronts almost 
as soon as the gates of Leavenworth 
Penitentiary had closed behind Pen- 
dergast and O’ Malley. 

Missouri Superintendent of Insur- 
ance Ray LB. Lucas went before the 
three-judge Federal Court at Kansas 
City which had approved the com- 
promise, and secured an order di- 
recting the 137 stock fire insurance 
companies to return to the custody 
of that court the money they had re- 
ceived from the impounded premium 
fund, the money to be returned by 
July 1. He also secured an order 
directing the companies to show 
cause why the entire amount of im- 
pounded premiums should not be re- 
turned to the Missouri policyholders 
from whom it had been collected, and 
why the distribution should not be 
at the expense of the companies. 
The companies were given until June 
15 to answer, and a hearing on the 
question was set for June 19. 

Missouri Attorney General Roy 
McKittrick secured a writ of quo 
warranto from the Supreme Court of 
Missouri against 142 stock fire insur- 
ance companies, returnable thirty 
days after June 6. He seeks the re- 
vocation of these companies’ Mis- 
souri licenses and their fining, unless 
they return not only the money they 
received under the compromise agree- 
ment, but also all of the excess prem- 
iums which they have received under 
the increased rate level set following 
approval of the compromise. 

The St. Louis grand jury met early 
in June, and was charged with look- 
ing into the possibility of the insur- 
ance executives’ having had knowl- 
edge that money was being paid to 
O’ Malley for his approval of the com- 
promise. According to the statement 
made by United States District At- 
torney Milligan when O’Malley was 
sentenced ©’Malley was paid _ his 
share of the bribe fund in St. Louis, 
by A. L. McCormack. McCormack 
has already appeared before the 
grand jury at St. Louis, but has had 
no comment to make concerning his 
testimony. He has even refused to 
state whether he has waived immun- 


ity. 
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The faculty of seeing a problem 
or situation from another’s point 
of view is a rare trait indeed. 
The ability to place yourself in 
another’s shoes comes after long 


years of broad experience. 
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Michigan Mutual’s Safety Engi- 
neering Division has had many 
years of experience in planning 
successful accident - prevention 
campaigns for every type of in- 
dustrial activity. As a result of 
its broad background of expe- 
rience, this group is better able 
to consider your own viewpoint 
in preparing a practical safety 


campaign that exactly suits the 


individual requirements of your 
business. 


This efficient safety program 
combined with a Michigan 
Mutual plan of Workmen’s 
Compensation Insurance to 
meet your needs, offers you two- 
fold savings . . . in the reduction 
of insurance costs because of 
lower loss ratios, and the 
generous dividend savings paid 
to all policyholders. 


MICHIGAN MUTUAL 
LIABILITY COMPANY 


163 Madison Avenue, Detroit, Michigan 


@ Phone Cherry 4800 








Alexander Hamilton ... a Convincing Orator 





STRENGTH...SOUNDNESS 


Alexander Hamilton distinguished himself as a rebel writer and 
orator at the age of seventeen, when he attended King’s College 
in New York. On one occasion an angry mob gathered to “‘tar 
and feather’’ the college president because of his belief and 
staunch support of British rule. Hamilton sensed the danger 
and, through the strength of his personality and convincing 
oratory, quieted the mob. 


The three companies in the Federal Hardware & Implement 
Mutuals, make a strong organization . . . soundly managed . 
well able to meet obligations and save property owners up to 
40% on Fire and Allied Insurance Coverages. 
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FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE MUTUAL INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 
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Excess Underwriters, Inc. 
































